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CORPORATE REHABILITATION UNDER NEW 
BANKRUPTCY LAW 


Pioneer in Reorganization Work Predicts Billions Will Be Saved— 


Sees Great Opportunity for Corporate Fiduciaries to Aid 
Carrying Law into Effect 


By GUY M. WALKER of New York City 
























Over an article on “Establishment of Reorganization Departments by 
Trust Companies,” published in TRUST Companies Magazine, August, 
1913, appeared the following “Editor’s Note”: 


The author of the following article, Mr. Guy Morrison Walker, is a well-known member 
of the bar of New York City, who has for a number of years made a specialty of 
reorganizations. He is an authority on railway and corporation finance. In 1894 he 
organized the Terre Haute Trust Company, which was the first trust company, outside 
of Indianapolis, organized in the State of Indiana. Nearly twenty years ago he pub- 
lished an article on functions of trust companies which was one of the first and most 
authoritative written on the subject. He also assisted in the organization of the Security 
Trust Company of Toledo, Ohio, and in 1901 became special counsel of the Everett-Moore 
Syndicate of Cleveland. Since coming to New York, Mr. Walker has reorganized on his 
own account a score or more of properties, and also rendered valuable assistance in the 
reorganization of the Knickerbocker Trust Company as chairman of the committee of 
depositors. He is the author of numerous articles on transportation and financial subjects, 
and in the following contribution he elucidates the plan suggested in his recent article 











on “Reorganization as a Branch of Trust Company Business.’’ 


Mr. 


Walker has consented to continue his present discussion in our 


August issue, treating more specifically what the new bankruptcy law 


means to corporate fiduciaries. 


HE early efforts to educate people 
as to what a trust company was 
and what it could and should do 
and to induce a State Legislature to pass 
a law authorizing the organization of a 
trust company required an enormous 
amount of investigation and study and 
the writing and publication of numerous 
circulars and pamphlets. One State sen- 
ator, opposing a proposed incorporation 
bill, declared that it created corporations 
which could legally do everything except 
commit murder. 

A couple of years later a friend of 
mine, president of the Tennessee Bankers 
Association, asked me to prepare a paper 
on trust companies, which I read before 
the State Bankers Convention at Chat- 
tanooga. There were at that time several 
banks in Tennessee that called them- 
selves trust companies, but there were 
no laws authorizing them to do a trust 
business. The address was published in 
full in the Chattanooga Times, then and 
still owned by Adolph Ochs, who had not 
yet come to New York to buy the New 
York Times. 


As General Counsel for the Everett- 
Moore Syndicate of Cleveland, Ohio, it 
was my work to reorganize their group . 
of properties, which included two hold- 
ing companies, twenty-six independent 
telephone companies, some _ thirty-two 
electric light, power and street railway 
properties and one steam railroad which 
altogether had cost over $100,000,000. 


Origins of Waivers and Creditors’ 
Committees 


During my first year with this reor- 
ganization proposition, President Mc- 
Kinley was shot and credit vanished over 
night. But convinced of the value of 
these properties and realizing that the 
syndicate members would be wiped out 
and enormous losses forced: upon their 
creditors if the usual procedure was fol- 
lowed, I proposed that all the syndicate’s 
creditors should sign waivers agreeing 
to extend the payment of their claims for 
a period of eighteen months in order to 
give the syndicate a chance to work out 
their properties. To prove the good faith 
of the syndicate members I proposed 
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that they place all the syndicate property 
in the hands of a committee represent- 
ing their largest creditors. The creditors 
were nearly all banks and the banking 
committee after investigation assured all 
the other creditors that the properties 
had the values claimed and that it was 
safe to grant the eighteen months ex- 
tension asked. 

The result of this was a real salvage. 
In less than two years every creditor 
was paid off in full with all interest and, 
mirabile dictu, the syndicate members 
found themselves richer than they were 
when they defaulted. 

This waiver idea has been the basis of 
nearly all reorganization in the United 
States since that time and is the essence 
of the moratorium laws that have been 
passed during this depression. At that 
time a New York newspaper published 
a leading article on the success of the 
Cleveland syndicate in working out its 
troubles, entitled “The Bankers Com- 
mittee. A New Force in Finance.” 

In 1905 and 1906, a concerted attack 
on the trust companies was made by 
New York bankers in an attempt to 
handicap the trust companies by restric- 
tive legislation. As spokesman for the 
trust companies I showed the folly of the 
proposed legislation and urged the bank- 
ers, instead of attempting to restrict the 
trust companies, to try to secure trust 
powers for themselves. The attack failed 
and almost all of the banks involved are 
now clothed with trust powers! 

In 1907, the Knickerbocker Trust Com- 
pany closed its doors. As chairman of the 
Depositors Protective Committee, I again 
proposed the system of waivers which 
had worked so_ successfully in the 
Everett-Moore reorganization and _ it 
worked again. The depositors agreed to 
accept their money in installments ex- 
tending over twenty-seven months the 
trust company reopened and in three 
months the limitations were forgotten. 


Economic Loss in Old Methods of Liquidat- 
ing Business 


Three days after admission to the bar, 
I was appointed Receiver of a small 
property and thus, at the beginning of 
my legal experience, had a chance to 


learn from the inside the frightful eco- 
nomic loss that prevailing methods of 
liquidating business imposed upon those 
who got into financial difficulties. It was 
this, my first experience in the practice 
of law, that turned my attention to the 
question of salvage in reorganizations 
and which led to specialization in the 
reorganization field from the very be- 
ginning. 

In this reorganization work I came in 
contact with nearly every trust company 
in New York and with scores of other 
trust companies scattered all over the 
United States and became impressed not 
only with the duties that rested on trust 
companies to facilitate salvage through 
reorganization, particularly where they 
were the trustees under mortgages secur- 
ing bond issues, but with the fact that 
the trust companies failed utterly to 
realize the opportunities before them in 
this branch of work. 

I was asked by one of the trust com- 
pany presidents with whom I had been 
brought much in contact to outline for 
him the organization of a branch of his 
trust company to handle reorganization 
business. I wrote the article, stressing 
the frightful economic loss to business 
under prevailing methods, the profits of 
the wolves who forced liquidation, the 
nuisance value of minorities, the need 
of trust company service, the absence 
of disinterested, fair advice, and partic- 
ularly the need of unbiased judgment to 
decide between conflicting parties and 
claims. I urged that his trust company 
be the first to undertake reorganization 
as a branch of trust company business. 
The article subsequently appeared in a 
financial paper, but as the subject re- 
quired further elucidation, I wrote for 
TRUST Companies Magazine the article 
published in August, 1913, entitled, ‘Re- 
organization by Trust Companies,’ out- 
lining the theory of reorganization which 
I had then been urging on the courts for 
over ten years. 

In 1903 I induced Judge Swann of the 
United States District Court at Detroit, 
Michigan, to adopt my ideas in the re- 
organization of the Detroit & Toledo 
Shore Line Railroad, in which creditors 
were persuaded to accept an issue of 








bonds secured by a first mortgage on the 
railroad property and guaranteed prin- 
cipal and interest by the Grand Trunk 
Railway of Canada and the Toledo, St. 
Louis & Western. At the time of this 
reorganization, Judge Swann declared 
that it was the first and only railroad in 
receivership in the United.States where 
the property had been sold for enough 
to pay all of its debts and to leave a 
profit for the promoters of its construc- 
tion. 


I recall another case in the Southern 
District of Iowa where I argued with 
the Judge that the position of the 
minority was purely to give themselves 
a nuisance value and that the very foun- 
dation of success in reorganization was to 
convince every creditor that he was get- 
ting a fair deal and as much as any 
other, and that to permit a minority, by 
reason of opposition, to get more than 
the majority received would defeat the 
very purpose for which I was contend- 
ing. The Court agreed, denounced the 
minority for making a nuisance of them- 
selves. The attorney for the minority, 
who was then a Congressman from that 
district, and afterwards Governor of the 
State of Iowa, became one of my most 
ardent supporters. 


For over thirty years I have urged on 
the courts wherever in my reorganization 
work I came upon a property in receiver- 
ship, that they should protect the in- 
vestors in the property loss and not per- 
mit the sale of the property on terms 
that meant profits only to the wolves that 
could buy at the receiver’s sales. Buyers 
for cash are scarce and a cash buyer will 
seldom bid over 10 per cent of what a 
property is worth at such sales. 


Theories Explained in 1913 Through TRUST 
Companies Magazine 


These theories on reorganization were 
stressed at length in the article pub- 
lished in TRUST Companies Magazine in 
1913, using the example of the St. Louis 
& San Francisco Railroad, which was 
then going through reorganization. It 
was readily demonstrated how a proper 
reorganization of the St. Louis & San 
Francisco would leave small sections of 
first mortgage undisturbed but would 
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consolidate the properties covered by the 
refunding and consolidated mortgages, 
and how the property should be trans- 
ferred to a new railroad company which 
would recognize the relative equities and 
priorities of the creditors and of the 
holders of the different classes of bonds 
and stock (preferred and common) and 
give to each security holder exactly what 
he was entitled to and all he could pos- 
sibly prove he was entitled to if he went 
to court. I showed how the issue of secur- 
ities of different classes and priorities to 
correspond with the equities and priori- 
ties of creditors and claimants would 
eliminate the cause and the cost of most 
of the litigation that delayed reorganiza- 
tion under the then practice. ; 

In preparing that article for the TRUST 
Companies Magazine, I had examined and 
digested every case reported in the 
American Law Records that concerned 
reorganization plans or protective com- 
mittees and became struck with the de- 
cision of Chief Justice Waite of the 
United States Supreme Court in ‘the 
matter of Canadian Southern vs. Geb- 
bard (109 U. S. 527), in which he upheld 
a Canadian railroad company in its at- 
tempt to impose on an American bond- 
holder a reorganization plan to which 
the American holder objected, claiming 
that the imposition of this reorganiza- 
tion plan upon him against his wishes 
impaired the validity of his contract, but 
Chief Justice Waite held that the en- 
forcement of the reorganization plan 
under the existing circumstances did not 
impair the validity of his contract and 
was not in violation of his constitutional 
rights and particularly it did not amount 
to depriving the bondholder of his prop-- 
erty without due process of law, but it 
amounted purely to a composition agree- 
ment in bankruptcy. I call attention to 
this decision because this case is the 
ruling and guiding case in the new bank- 
ruptcy law which is now so much under 
discussion and which I claim is the most 
scientific advance in the field of business 
salvage in any country up to date. 


New Law Based on Impossibility of Debtor 
Doing Better 


A composition in bankruptcy is based 
on the impossibility of the debtor doing 
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anything better. The bankrupt turns in 
all the assets he has; and it is a crime to 
hold anything out. Having turned in 
everything of value which he has, it is 
impossible for him to do anything more 
and so the creditors must take their pro 
rata share in the distribution of these 
assets. This new law is based on a sim- 
ilar composition. The corporation asking 
the protection of the new law offers the 
court all its assets and asks the court 
to determine what is a fair and equi- 
table composition or settlement with its 
creditors. 

Lawyers and business men profess to 
be puzzled by this new law, but if you 
will bear this idea in mind, it will help 
in interpreting the new law. Particularly 
take notice of the title: it is for the relief 
of debtors! It is attached to the bank- 
ruptcy law because that is the only way 
in which such a reorganization could be 
effected without leaving it open to 
charges of violating the constitutional 
rights of creditors and claimants. 

There is a vast difference between that 
and mere default; in not being able to 
meet and pay a presently maturing debt, 
note or bond issue, and insolvency. In- 
solvency means that even if all the assets 
were marshalled they could not meet and 
pay the liabilities. 

Under the conditions which have 
existed up to this time, a default meant 
forced liquidation, and during this de- 
pression liquidation at such reduced 
prices easily reduced a solvent company 
to insolvency. 


Take the case of the Pressed Steel 
Car Company. With over forty millions 
of assets and less than five millions of 
debt, it found itself unable to pay at 
maturity a note issue of some three and 
a half millions of dollars, and was forced 
into receivership for protection. A large 
majority of its noteholders were in favor 
of a plan of renewal with a partial pay- 
ment, but a small minority opposed and 
demanded their legal rights. The com- 
pany has been in receivership. Now this 
minority, which forced receivership and 
attempted to force liquidation, will be 
compelled to accept, not any arbitrary 
plan which might be forced on them by 
a minority, but some fair, equitable, 


reasonable plan that will give every 
creditor in this position just what every 
other creditor in the same position gets 
and give him his just due within the 
ability of the debtor company to carry 
out or perform. 


Extension of Jurisdiction Ends Nuisance of 
Ancillary Receivers 


I shall not attempt to discuss all the 
phases and details of the new law, but 
it has ended the nuisance of ancillary 
receivers by extending the jurisdiction 
of the Federal courts to wherever the 
assets of the debtor may be found. This 
is a feature that I have repeatedly urged 
and in which there were just three de- 
cisions in the United States supporting 
my view. It was on the basis of these 
three decisions that the United States 
courts in Chicago enjoined the New York 
banks which attempted to sell out the 
Insull collateral two years ago and which 
has kept them adjourning the proposed 
sale from time to time until they have 
now had some forty or fifty adjourn- 
ments. There will no longer be any ques- 
tion of the jurisdiction of the court to 
enjoin such action under the new law. 
The need for this law is proved by the 
flood of applications filed under it within 
twenty-four hours after it was signed 
by the President. 

The new law calls for a lot of infor- 
mation which has already resulted in a 
standardized form, but the information 
called for is only that which would be 
necessary under any condition in order 
to enable anybody to work out an intelli- 
gent reorganization plan to enable the 
court to determine whether it was fair 
and equitable, and, what is even more 
important, whether it is possible or im- 
possible. 

An important provision in the new 
law is one authorizing the United States 
Judges to scrutinize the protective agree- 
ments drawn up by protective commit- 
tees, and to modify and change the pro- 
visions of these protective agreements 
so that they will be fair to the creditors 
whom the committees are supposed to 
represent. Another important provision 
of the law is that the Judge may order 
the expenses of such protective com- 
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mittees and compensation for their at- 
torneys paid out of the assets in the 
hands of the court. 


To begin with the law is made to cover 
all business needing reorganization 
whether it is now in or out of court, and 
if in court, whether State or Federal, 
the case will be transferred on applica- 
tion to the jurisdiction where the in- 
terests of all the parties will be best 
served. It makes little difference what 
the present state of the case is, so long 
as it is still open you can jump into the 
middle of any pending receivership by 
applying to the United States Court and 
bringing the facts to its attention by 
whatever fits into the present state of 
the case—petition or answer. 


Plans May Be Proposed by Creditors, Secur- 
ity Holders or Company Itself 


The essence of the law is that when a 
property has gotten into the hands of 
the court, either voluntarily or involun- 
tarily, plans may be proposed for its 
reorganization by creditors, by security 
holders, or by the company itself. If a 
reorganization plan is proposed by claim- 
holders, the claim-holders must repre- 
sent 25 per cent, or at least one-fourth 
of their class of claims, and not less than 
10 per cent of all claims against the 
Company. If the plan is proposed by 
stockholders, the stockholders must rep- 
resent at least 10 per cent of their class 
of stock (common or preferred), but not 
less than 5 per cent of all the stock of 
all classes. With this backing to begin 
with, the plan is then offered to all 
creditors and stockholders for their de- 
cision. 

Before the plan can be confirmed it 
must be accepted in writing, verified if 
the Judge requires it, by two-thirds in 
amount of each class of claim and a ma- 
jority of each class of stock. It will not 
suffice to have two-thirds of all claims. 
The plan must be approved and accepted 
in writing by two-thirds of each class of 
claim and a surplus of one class cannot 
be used to make up the deficiency in 
another class. You must have the assent 
of two-thirds or more of the first mort- 
gage bonds, two-thirds or more of the 
second mortgage bonds, two-thirds or 


more of the note issue or issues, two- 
thirds or more of the unsecured claims, 
and you must also have the assent of 
fifty-one per cent of first preferred 
stock, fifty-one per cent of second pre- 
ferred stock, fifty-one per cent of any 
other class or kind of stock and fifty-one 
per cent of common stock. As in all 
bankruptcies, the claims against the 
debtor must be proved and it is only 
proved claims that are entitled to par- 
ticipate in approving or disapproving 
plans. 


Assent of Undisturbed Claim-holders Is Not 
Required 

An important provision of the law is 
that no assents are required from any 
class of creditors or claim-holders that 
are undisturbed in their position or for 
whom provision is made or who are to 
be paid. 

The law also provides that if any com- 
pany seeking reorganization is subject 
to regulation by any State commission, 
the plan must be submitted to the State 
commission, and if the business is purely 
intra-State, it must have the approval of 
the State commission, but if it is inter- 
state, the Judge has the right to over- 
rule the State commission as to the pro- 
visions covering interstate business. 


When a plan has been proposed and 
has received the approval and assent of 
more than two-thirds of each of the 
different classes of bonds, note issues or 
claims, and more than a majority of each 
of the different issues of stock, the Judge 
will order that notice be given of a pub- 
lic hearing on the plan to everybody 
interested in the property or the plan. 
Every class of claim or stock will have 
a chance to be heard in open court and 
prove, if it can, that it has not been 
given all that it was entitled to get. 
After a full hearing the Judge may con- 
firm the plan only when he is satisfied 
(1) that it is a fair and equitable plan 
and does not unduly discriminate in 
favor of any class of creditors or stock- 
holders (2) that the plan is feasible or 
workable (3) that the plan is in con- 
formity with this law which outlines 
what reorganization plans must include; 
(4) that. the plan is offered in good faith 
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and its acceptance has. not been secured 
by secret promises of something better; 
(5) that the company has a right under 
the State laws to issue the new se- 
curities called for in the plan; (6) that 
where necessary the approval of State 
commissions has been secured and that 
provision has been made for such financ- 
ing as the plan calls for. 

‘Even after confirmation, any party in 
interest who thinks he has not been given 
fair treatment may, with the approval 
of the Judge, secure a modification of 
the plan and have it changed, but where 
such changes are ordered the other 
creditors and stockholders must have due 
notice and be given a chance to with- 
draw their approval which had previously 
been given. 


All Minorities and All Creditors Bound by 
Approved Plan 

Upon confirmation of the plan it shall 

be binding on the debtor, on all stock- 


holders and on all creditors (secured or 
unsecured), and the United States 


Judges approving such plans are given 
authority to issue any and all orders 
that may be necessary to carry the plans 
into effect. 


It has been urged that the law 
attempts to take the property of creditors 
without due process. Far from any lack 
of process, there will be plenty of process, 
and anybody who finds a plan finally im- 
posed on him cannot honestly claim that 
it was imposed without due process. 

As I have already stated, the very 
essence of the new law is that every 
reorganization plan is a composition in 
bankruptcy, the terms of which are based 
on the fact that the plan as imposed on 
creditors and stockholders alike is all 
that is fair and equitable to ask of the 
debtor under the conditions and circum- 
stances existing. All of the debtor com- 
pany’s assets are in court and they are 
distributed among those interested in the 
property in what is proved to be the 
fairest and most equitable way. 


If the people who fear that they will 
be imposed upon will go to the courts in 
the same fair and equitable spirit which 
the courts are going to exercise in their 
effort to put the new law into effect and 


to accomplish the reorganizations pro- 
posed under it, they need have no fear 
but that they will come from the court 
feeling that they themselves have re- 
ceived all that it was equitable and fair 
for them to receive under the circum- 
stances. 

It is a tremendous advance over our 
old system under which courts ordered 
sales under conditions which caused a 
property to produce but a small fraction 
of its real value and usually only enough 
in cash to make a very small rateable 
distribution among first mortgage bond- 
holders with practically never anything 
for creditors behind the bonds. The old 
system meant enormous profits to the 
buyers at such sales and of course corre- 
spondingly large losses to the investors 
and stockholders interested in the prop- 
erty. 

The new law means that there shall 
be no more such sales, but instead the 
court will order the transfer of the 
property in the hands of the Court to a 
new corporation, which will have created 
as many classes of securities as may be 
necessary to correspond to the equities 
and priorities of the claimants against 
the property, but limiting the securities 
bearing fixed charges to such an amount 
as it has been proved that the property 
is able to carry, and will order these 
securities distributed among bondholders 
and creditors in accordance with their 
priorities and equities. In other words, 
instead of forcing the creditors and hold- 
ers of securities of a bankrupt property 
to lose their values, a higher equity will 
prevail and the courts will preserve for 
the creditors and security holders the 
values that under the old system they 
have been forced to lose. 


In conclusion the law recognizes the 
peculiarities of human nature and pro- 
vides that when no fair and equitable 
plan can be agreed upon, there shall be 
liquidation as before with all the losses 
that liquidation entails! 


The new law, however, is going to save 
the American investor literally billions 
of dollars, while the opportunities afford- 
ed our trust companies in helping to 
carry this law into effect are beyond 
comprehension. 





NEW RATINGS SHOW PUBLIC ATTITUDE ON 
BASIC QUESTIONS 
Study of Editorial Expressions on Banking Subjects Has Broad Significance 
—Sentiment Still Subnormal in Spite of Improvement 


matical appraisement? 

Whatever the answer of the scien- 
tist or statistician, the majority of 
Americans evidently feel that such ap- 
praisement is possible. This is indicated 
by the frequency of “straw votes” and 
the widespread interest in “polls” de- 
signed to reveal the public attitude on 
specific and general questions. 

Yet most men will reject any “poll” 
which does not conform to their pre- 
viously conceived opinions. 

TRUST Companies Magazine has ap- 
proached the problem in a manner be- 
lieved to be entirely new. Until now our 
study of the public attitude toward 
banking institutions has not seemed suf- 
ficiently comprehensive to warrant the 
calculation of weighted ratings. To form 
. an intelligent opinion as to the accuracy 
and significance of these ratings it is 
essential to know the method of analysis, 
the theories on which it is based, and the 
formula employed for the mathematical 
phases of the work. 


if public opinion subject to mathe- 


Study Indicates Degree of Radicalism, Lib- 
eralism or Conservatism 


While our immediate interest is in the 
public attitude toward banking institu- 
tions, we feel that the study has a much 
broader significance. As a general rule, 
if a man is distinctly hostile toward 
banking institutions as a group, you can 
safely class him as a radical, politically 
and socially; if he objects to hasty criti- 
cism of banking institutions and yet 
points out their shortcomings, looking 
with favor on proposals of reform, you 
can safely class him as a liberal in his 
political leanings; if he is an outspoken 
champion of banking institutions as a 
group, the chances are that he is a con- 
servative in his political alliances and is 
strongly opposed to socialistic tendencies. 

Obviously, the editorial attitude of the 
newspaper you read does not necessarily 
reflect your own attitude. In fact, it has 
been demonstrated repeatedly that the 
editorial stand of a newspaper on specific 


questions may be directly counter to that 
of the majority of its readers. 

Nevertheless, most thoughtful men 
will doubtless concede that readers natur- 
ally drift toward publications which re- 
flect views in substantial agreement with 
their own. 

Take a radical newspaper as illustra- 
tion. Can it be doubted that a majority 
of its readers are themselves radical? 

Of course, conservatives are found 
among the readers of radical publica- 
tions, and radicals among the subscribers 
to conservative journals. In either case, 
however, the majority of readers find 
their own sentiments reflected in the 
paper of their choice, because the suc- 
cess of a newspaper depends largely 
upon the ability of its management to 
gauge the temper of its own public. 


Underlying Policies Reflected in Editorials 
and News Treatment 


We are not intimating that the editor 
of a successful paper, in writing on any 
specific subject, attempts to express 
opinions held by the majority of his 
readers; nor do we assume that the aver- 
age reader of a newspaper expects to find 
all editorial expressions in strict har- 
mony with his own views. 

There is an underlying policy, how- 
ever, which guides each editor who is 
permanently successful, and this same 
underlying policy is reflected in the 
selection and treatment of news. It is 
this policy or general attitude which sets 
the “tone” and establishes the character 
of a publication. The effect of a modifica- 
tion of policy is apt to show itself quick- 
ly in the circulation figures, and a com- 
plete change usually results in violent 
readjustments. 

In our study of newspaper editorials, 
therefore, we have sought evidences of 
attitude, as distinguished from mere ex- 
pressions of opinion on specific questions. 
And in order to avoid being influenced 
by previous conceptions as to attitude, it 
has been our practice, whenever possible, 
to read and classify each editorial before 
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noting the name of the paper in which 
it appeared. 

At the outset we recognized that the 
evidence of one editorial might not be 
sufficient to warrant a classification of 
the attitude of the paper itself, and here- 
tofore we have based our reports on the 
number of editorials falling in each class. 
This took no account of the relative im- 
portance of newspapers. Furthermore, 
during the early months of our study, it 
did not seem practicable to make allow- 
ance for the fact that a larger number 
of editorials were being received from 
papers holding extreme views than from 
those whose attitude might be termed 
“normal.” 

The next step was to devise a method 
of rating the attitude of each paper, as 
a preliminary to calculating a ae 
rating for each State. 


Method of Rating Attitude of Each News- 
paper Is Described 


As will be recalled by those who have 
been following these reports, each edi- 
torial was placed in one of five groups: 

(1) Editorials distinctly favorable to 
banking institutions—this term used in 
its general rather than its technical 
sense; 

(2) Those more favorable than other- 
wise; 

(3) Comments indicating uncertainty 
of editorial attitude or so balanced in 
their effect as to make classification un- 
satisfactory ; 

(4) Editorials leaning toward hos- 
tility; and 

(5) Those indicating a distinctly hos- 
tile attitude or presenting a distortion 
of fact. 

In further explanation, we have called 
attention to the fact that many of the 
editorials placed in Group 2 contained 
no adverse flavor and might be described 
more accurately as “mildly favorable,” 
whereas others in the same group con- 
tained sentences or paragraphs which 
detracted from their generally favorable 
character. 

As the basis for a decimal system of 
rating of each paper, we credited each 
editorial in Group 1 as 100, each edi- 
torial in Group 2 as 75, Group 3 as 50, 
Group 4 as 25 and Group 5 as zero. 


With this as a gauge, we proceeded to 
calculate a net rating for each news- 
paper represented in our study. Two 
editorials from the same paper, one fall- 
ing in Group 1 and the other in Group 
2, would thus give the paper a rating of 
87.5. A third editorial falling in Group 
3 would reduce the rating to 75. Similar- 
ly, two editorials in Group 1 and a third 
in Group 2 would give the paper a rating 


‘of 91.7; whereas a paper from which we 


have two editorials in Group ‘4 and two 
in Group 5 would receive a rating of 12.5. 


Weighted Ratings Take Account of Circula- 
tion and Population Figures 


The next step was to calculate a 
weighted rating for each State that 
would take account of the relative im- 
portance of the papers represented. 

In one sense, of course, the relative 
importance of a newspaper is not indi- 
cated by its circulation, but since our 
purpose was to gauge the public attitude 
toward banking institutions, it seemed 
the simplest and fairest method to use 
circulation figures as the sole basis of 
measuring the relative importance of the 
newspapers involved. 

Accordingly, in our State ratings, a 
newspaper having a circulation of 100,- 
000 has the weight of ten newspapers 
with an average circulation of 10,000. 

We felt it important to take account 
also of the population factor in calculat- 
ing ratings for districts and for the 
country as a whole. Massachusetts, for 
instance, has more than half the total 
population of New England, and the 
population of New York State exceeds 
that of all New England States com- 
bined. 

For similar reasons, in five instances 
we have departed from State lines in 
making unit ratings, the largest metro- 
politan areas receiving separate treat- 
ment. 


75 Considered Normal—Total Circulation of 
Papers Included 25,600,000 


The policies followed in making the 
original classifications and the method 
of calculating individual and combined 
ratings cause us to believe that for the 
country as a whole a rating of 75 would 
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be the approximate “normal.” In sup- 
port of this view we give a few scattered 
illustrations. 

The New York Times is a notable 
example of a newspaper which has earned 
the respect and confidence of financial 
interests. Our present rating of the 
editorial attitude of the New York Times 
toward banking institutions is 87.6. 

In contrast, the New York Evening 
Post, once regarded as conservative, has 
a current rating of 17.2. 

The Philadelphia Record has a rating 
of 21.0, the St. Louis Post Dispatch 8.3, 
and the Los Angeles Herald and Express 
12.5. 

The total circulation of newspapers 
represented in our ratings is approxi- 
mately 25,600,000, or more than fifty-five 
per cent of the total circulation of all 
daily newspapers published in Continen- 
tal United States. Divided by districts, 
the circulation of these newspapers is as 
follows: 

New England 

Middle Atlantic 

East North Central.... 

West North Central.... 

South Atlantic 

East South Central.... 

West South Central.... 1,748,500 

Rocky Mountain 287,500 

2,157,400 


2,225,200 
6,970,800 
5,759,500 
3,363,600 
2,127,800 

954,600 


25,594,900 


Weighted Ratings by Districts 
District ratings are as follows: 
New England 
West North Central 
West South Central 
East North Central 
Rocky Mountain 
East South Central 
Pacific 
Middle Atlantic 
South Atlantic 


Combined Metropolitan Rating Lower Than 
for Rest of Country 

The weighted rating for the country 
as a whole is 63.6. 

The five largest metropolitan areas 
(New York, Chicago, Los Angeles, Phila- 
delphia and Detroit) have a combined 
weighted rating of 52.7. A similar com- 


bined weighted rating for Continental 
United States outside of these five areas 
is 66.4. 

In New England, Connecticut is the 
only State having a rating lower than 
the national rating of 63.6, the figure for 
that State being 63.3. 

In the West North Central area, a 
high rating is shown for all States other 
than Iowa and Missouri, both of which 
have 57.7. 

Arkansas and Louisiana compare fa- 
vorably with New England, whereas 
Texas is slightly under the national rat- 
ing, and Oklahoma, with 52.2, pulls down 
the district rating. 

The only dark areas in the East North 
Central district are Wisconsin and the 
Chicago metropolitan area, which have 
ratings of 57.6 and 47.6 respectively. 

In the Rocky Mountain area, Montana, 
Colorado, New Mexico and Nevada are 
well under the average, whereas Wyo- 
ming, Arizona, Utah and Idaho are well 
over. 

Mississippi is the only State in the 
East South Central group with a rating 
below the average for the country. 


The Pacific region, outside of the Los 
Angeles area, is well above the average, 
but Los Angeles has a rating of 43.6. 


That part of the Middle Atlantic dis- 
trict not embraced in the New York and 
Philadelphia metropolitan areas has a 
combined rating of 58.3. The showing, 
however, is spotty. Philadelphia appears 
to be much more favorably disposed than 
New York. 


In the South Atlantic, ratings above 
the country’s average are shown in Dela- 
ware, North and South Carolina, Vir- 
ginia and Georgia. West Virginia has a 
rating of 61.1, Florida 59.0, Maryland 
48.1 and District of Columbia 46.4. 

This study has now been under way 
approximately six months. Each month 
gives us added confidence in the sound- 
ness of the principles employed and the 
reliability of the inferences that may be 
drawn. 

The public attitude toward banking in- 
stitutions is still subnormal, notwith- 
standing the marked improvement re- 
ported in June. This improvement is 
apparently continuing. 





ACCOUNTING OF COMMINGLED FUND OPERATED 
UNDER UNIFORM TRUST PLAN 


By THEODORE H. WIGGE 


Trust Officer, Security National Bank Savings and Trust Company, St. Louis 


HE accounting theory underlying 
TT: commingled fund operated un- 
der the “Uniform Trust Plan” is 
that the bank as trustee of each com- 
mingled trust estate is the legal holder 
of a fractional interest in each asset 
held in the commingled fund. When the 
funds of a trust estate are to be com- 
mingled with the assets of trust estates 
already commingled, the bank as trustee 
of each of the commingled trust estates, 
transfers to the bank as trustee of the 
trust estate, the funds of which are 
about to be commingled, a fractional 
part of its interest in each asset in the 
commingled fund, and acquires in lieu 
thereof, a proportionate interest in the 
assets (usually cash) to be deposited by 
the bank as trustee of the trust estate, 
the funds of which are to be com- 
mingled. 


Proper accounting of the interests of 
the beneficiaries of the respective com- 
mingled trust estates requires the solu- 
tion of many problems, among which 
are: 


First: The accurate allocation and ap- 
portionment of items of ordinary income, 
such as interest and dividends. 

Second: The accurate determination 
and allocation of profits realized (or 
losses sustained): 

(a) When additional trust funds are 
commingled, 

(b) When outright sales of securities 
are made out of the commingled fund. 


Under the “Uniform Trust Plan” the 
funds of a trust estate are commingled 
with the funds of other trust estates “in 
such manner and such amount that the 
Investment Fund or such part so min- 
gled shall be an aliquot share or part of 
the total of the fund with which it is so 
mingled after the Investment Fund or 
part so mingled is added thereto.” (Quo- 
tation from Farmers Loan and Trust 
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Company Uniform Trust Plan “A,” 
dated February 26, 1929.) To express it 
otherwise, the bank as trustee of the 
trust estate, the funds of which are to be 
commingled under the “Uniform Trust 
Plan,” matches dollar value with the 
bank as trustee of each of the commin- 
gled trust estates and the capital and 
income which those dollars represent. 


“For convenience, in determining the 
aliquot share of an Investment Fund in 
any Mingled Fund, such Mingled Fund 
shall be divided into such units as the 
Trustee in its discretion may determine, 
and the value of each unit in the Mingled 
Fund shall be determined from time to 
time as hereinafter provided.” (Quota- 
tion from Farmers Loan and Trust Com- 
pany Uniform Trust Plan “A,” dated 
February 26, 1929.) 


“When any part of an Investment 
Fund or any other trust fund is mingled 
with or added to any Mingled Fund, the 
amount so added or mingled shall be 
equal to the value of one or more of such 
units into which the Mingled Fund shall 
have been divided.” (Quotation from 
Farmers Loan and Trust Company Uni- 
form Trust Plan “A,” dated February 
26, 1929.) 


Let me submit for consideration a 
system of accounting based on units, 
each having an equal interest in the as- 
sets of the fund, and also an equal inter- 
est in capital and income which those 
assets represent. To illustrate this: On 
a valuation date, it is determined that 
one (1) unit in the fund has a value of 
$111.50 for each unit, divided as to capi- 
tal and income as follows: 

Capital 
Unrealized Profit 
Realized Profits 


Taxable Interest 
Dividends 


$111.50 
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Apportionment of Dividends, Interest, Etc. 


If when new trust funds are added to 
a commingled fund, a credit of the 
proper amount per unit, for each unit 
the commingled fund is increased, is 
made to each of the ordinary income ac- 
counts, the increase in the number of 
units causes no change in the “per unit” 
amount of these accounts after the num- 
ber of units has been increased. For 
instance, if dividends amounted to 30 
cents per unit for 10,000 units, or a total 
of $3,000.00, and there is an increase of 
10,000 units, and if the dividend account 
is credited with another $3,000.00 (paid 
in account dividends), the dividends per 
unit remain at 30 cents. Whenever it is 
necessary to determine the actual income 
earned, the “per unit” amount of each 
income account is determined. These 


“per unit” amounts multiplied by the 
number of units allotted to a participat- 
ing trust estate, less any amounts paid 
in during the period to “match” divi- 
dends, municipal interest, taxable inter- 
est, etc., gives the actual income earned 
by the beneficiaries of such participating 


trust estate during the period under 
computation. 


To illustrate this in figures, assume 
that the bank as trustee of Trust Estate 
“A” has an interest of 1 unit, and the 
income per unit consists of the amounts 
used in the illustration above, and as- 
sume further that at the end of the cal- 
endar year the ordinary income accounts 
would total $2.21 per unit, allocated as 
follows: 


Taxable Divi- Municipal 
Interest dends Interest 
$1.30 -73 18 
1.02 .30 18 


Income at end of year. 
Less amount paid in... 


Income actually earned -28 -43 


Determination of Basis of Profit (Or Loss) 


(A) Upon increase in number of units, 

(B) Upon sale of a security, 

(C) Upon withdrawal of a trust estate 
from the commingled fund. 

(A) If the assets in a commingled 
fund show a market appreciation (or 
depreciation) on a valuation date, and 
new trust estates are admitted to par- 
ticipation in the commingled fund on 
the basis of current market values, then 


the bank as trustee of each of the com- 
mingled trust estates transfers to the 
bank as trustee of the trust estate, the 
funds of which are to be commingled, a 
fractional part of the appreciation (or is 
charged with a fractional part of the 
depreciation) which exists in the invest- 
ments at that date. 

The difference per unit between the 
appreciation before the units are in- 
creased, and the appreciation per unit 
after the units will have been increased, 
represents the amount of appreciation 
per unit to be realized by the bene- 
ficiaries of the commingled trust estates 
at the time funds of new trust estates 
are commingled. 

On a valuation date, the bank as trus- 
tee of a trust estate which has partici- 
pated in the-commingled fund since its 
inception, realizes a profit (or sustains . 
a loss), of the entire amount of its share 
of appreciation which is realized at that 
time. . 

The bank as trustee of any trust estate 
which has been admitted to participation 
subsequent to the inception of the com- 
mingled fund, transfers to the bank as 
trustee of the trust estate being ad- 
mitted to participate, a fractional part 
of the unrealized appreciation in the se- 
curities which were held at its original 
admission date, and are still held in the 
commingled fund at the current valua- 
tion date, and also transfers to the bank 
as trustee of the trust estate being ad- 
mitted to participation, a fractional part 
of the unrealized appreciation (or depre- 
ciation) which has accrued since the date 
of its original participation. In the first 
instance, the bank as trustee of such 
trust estate realizes a return of capital, 
and realizes no profit or loss. In the sec- 
ond instance, however, it realizes a 
profit (or sustains a loss). 

Let me reduce these statements to fig- 
ures. Assume a commingled fund con- 
sisting of 10,000 units at an original 
unit value of $100.00 per unit, and also 
assume an increase of $10,000.00 in the 
market value of the investments during 
the first period, when there is an in- 
crease of 10,000 units at the value of 101 
per unit. The bank as trustee of trust 
estates participating in the commingled 
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fund since its inception realize a profit 
of $5,000.00 and continues to have a 
$5,000.00 interest in the unrealized ap- 
preciation after the units have been in- 
creased. 

Assume that during the second period, 
the cash deposited by the bank as trus- 
tee of this trust estate, was invested and 
showed an appreciation of $2,000.00 at 
the end of the second period, and that 
the securities held at the end of the first 
period showed no further appreciation. 

Security “A”—Appreciation at end of 
first period, $10,000.00. 

Security “A’”—Appreciation at end of 
second period, $10,000.00. 

Security “B’”—Appreciation at end of 
second period, $2,000.00. 


At the end of the second period, the 
bank as trustee of all the commingled 
trust estates would participate in the 
appreciation of Security “A” to the ex- 
tent of 50 cents per unit, and in Secur- 
ity “B” to the extent of 10 cents per 
unit. 

Assume there will be a further in- 


crease of 20,000 units. The bank as trus- 
tee of each commingled trust estate 
would transfer to the bank as trustee of 
the trust estates, the funds of which are 
to be commingled, one-half of its share 
of the appreciation then existing in both 
securities. 


To the trust estates which have par- 
ticipated in the fund since its inception, 
this would result in a realized profit of 
30 cents per unit. 

The bank as trustee of the trust es- 
tates which were admitted to participa- 
tion at the beginning of the second 
period, would transfer one-half of the 
appreciation in Security “A,” which 
existed at that date, resulting in a return 
of capital of 25 cents per unit, and a 
realized profit of one-half of its interest 
in the appreciation accrued in Security 
“B” during the second period, or a real- 
ized profit of 5 cents per unit. 

(B) When a security held in the com- 
mingled fund is sold, the bank as trustee 
of each trust estate which participated 
in the commingled fund when the secur- 
ity originally was acquired, realizes a 


profit (or sustains a loss) of the entire 
amount of its share of appreciation 
which is realized at that time. 

The bank as trustee of each trust es- 
tate which has been admitted to partici- 
pation in the commingled fund subse- 
quent to the original acquisition of the 
security, also realizes its share of appre- 
ciation, but the amount of profit realized 
(or loss sustained) is its proportionate 
share of the unrealized appreciation (or 
depreciation) which has accrued since 
the original admission date of the trust 
estate in the commingled fund. 

(C) Upon withdrawal of any trust 
from the commingled fund, the bank as 
trustee of the withdrawing trust estate 
sells to the bank as trustee of the re- 
maining trust estates, at current market 
values, its interest in the assets held in 
the commingled fund. To express it in 
other words, the bank as trustee of the 
remaining trust estates, acquires from 
the bank as trustee of the withdrawing 
trust estate, its interest in the unrealized 
appreciation existing at that time. Con- 
sequently, the actual cost price of each 
security in the commingled fund is in- 
creased by the unrealized profit per unit 
in such security, multiplied by the num- 
ber of units withdrawn, or the actual 
cost price of each security is decreased 
by the unrealized loss per unit in such 
security, multiplied by the number of 
units withdrawn. 


Accounting Entries and Records 


To give effect to these theories, the 
records must furnish the following in- 
formation: 

(1) Realized Appreciation (or Depre- 
ciation) divided as to: 

(a) Appreciation (or Depreciation) 
existing at date of original admission 
of each trust estate, 

(b) Appreciation (or Depreciation) 
accrued since date of original admis- 
sion of each trust estate. 

(2) Profit Realized (or Loss 
tained): 

(a) When additional trust funds are 

commingled, 

(b) When securities are sold out- 
right. 

(3) Appreciation acquired by remain- 
ing trust estates when a trust estate is 
withdrawn from the commingled fund. 


Sus- 
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To determine the appreciation realized 
when additional trust funds are com- 
mingled, the accounts of the commingled 
fund must be adjusted as of the valua- 
tion date to reflect the changes in mar- 
ket value of the securities owned at that 
time and the change in the per unit in- 
terest in the unrealized appreciation due 
to the admission of additional trust 
funds. 


Entries Reflecting Changes in Accounts 
Upon New Units Being Admitted 


Number One: 

Debit Market Appreciation (As- 

set Account) 
(each security detailed) 

Credit Unrealized Profit (Profit 
and Loss Account) 

Explanation: To set up apprecia- 
tion in securities since last 
valuation date 


Number Two: 

Debit Unrealized Profit (Profit 
and Loss Account) 

Credit Realized Profit (Profit 
and Loss Account) 

Explanation: To transfer to 
Realized Profit Account that 
portion of Unrealized Profit 
which will be realized when 
the new trust estates are ad- 
mitted. 

Formula: Unrealized Profit di- 
vided by number of units now 
outstanding 


Less: 

Unrealized Profit divided by 
units now outstanding plus 
units to be issued 

The remainder to be multiplied 
by number of units now out- 
standing . 

The result is the amount of ap- 
preciation realized (or depre- 
ciation sustained) by present 
unit holders when new units 
are added 


Number Three: 
Debit Cash. 
Credit Capital, 
Realized Profit, 
Unrealized Profit. 


Explanation: To record new units added. 
The computation of the amount of ap- 
preciation existing at the date of admis- 


sion and realized since that date, either 
through the outright sale of securities 
or through additional trust estates being 
admitted to participation in the commin- 
gled fund, is the same amount per unit 
for all trust estates admitted on the 
same valuation date. 


The following record will give the re- 
quired information. 


Editor’s Note: Space does not per- 
mit an effective reproduction on this page 
of the record form just referred to by 
Mr. Wigge. In lieu thereof the following 
description is given: 

Under the general heading, “Record of 
Unrealized Appreciation,” are spaces for 
five entries: (1) Total units issued to 
valuation date, (2) Total units cancelled 
to valuation date, (3) Balance outstand- 
ing, (4) Valuation date, and (5) Valua- 
tion number. 


The first three columns of the form are 
devoted to (1) Face amount, (2) Descrip- 
tion, and (3) Market Appreciation. 


The next four columns have a general 
heading, “Securities disposed of,” and the 
individual columns are headed, (1) Date, 
(2) Face amount, (3) Appreciation on se- 
curities sold, and (4) Appreciation bal- 
ance, each security. 

Then come two columns for date and 
amount of “Appreciation balance—Total 
securities.” 

The rest of the form carries a general 
heading, “Appreciation per unit.” Under 
this heading, the first two columns are 
for the date and amount per unit; the 
next two, under a sub-general heading, 
“Realized during period,” are for the 
“Period” and the “Amount per unit”; and 
the last column of the form is for “Total 
realized, per unit to date.” 


This is a list of securities prepared 
for each group of participating trust 
estates, recording the unrealized appre- 
ciation in each security at the admission 
date. 


Whenever a security is sold outright 
the appreciation existing in that secur- 
ity at the admission date is eliminated 
from the record. Assume a security has 
been held in a commingled fund for ten 
years and there have been monthly val- 
uations. There would be 120 separate 
lists and 120 separate eliminations when 
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the security is sold. These eliminations 
provide the proper adjustment in the 
accounts due to the outright sales of se- 
curities. 

The adjustment of appreciation real- 
ized by the admission of new trust 
estates to participation in the commin- 
gled fund is provided for whenever a 
computation of Profits Realized (or 
Losses Sustained) is required. 

The following formula will explain 
this computation: 


Amount of Unrealized Appreciation 
per unit at date of original ad- 
mission 


Less: 


The unrealized appreciation at date 
of original admission, on securi- 
ties held on date of admission and 
still held at date of this state- 
ment, divided by the number of 
units outstanding at date of orig- 
inal admission, plus the number 
of units issued since date of orig- 
inal admission, will give the un- 
realized appreciation per unit as 
at the date of this statement on 
the securities owned at date of 
original admission, and_ still 
owned at the date of this state- 


The difference represents’ the 
amount of unrealized apprecia- 
tion per unit at date of original 
admission realized since that 


Less amount realized during pre- 
ceding periods, except during pe- 
riod under computation 


Leaves amount realized during cur- 
rent period under computation.. $ 


The following formula will compute 
the profits Realized (or Losses Sus- 
tained) by the bank as trustee of any 
commingled trust estate during a speci- 
fied period: 


Realized Profits (or Losses) per 
unit, multiplied by number of 
units held 


Less total amounts paid in during 
period: 


Account Realized Profits 
(or Account Realized 
Losses) 


Less credit for that amount of un- 

realized appreciation existing at 

date of original admission which 

was realized during current pe- 

riod either through the sale of 

securities or through the com- 

mingling of additional trust 

funds. 

Net Profit Realized (or Loss Sus- 

tained) during period 

In computing the realized profits (or 
losses) for any participating trust es- 
tate, the credit for the amount of un- 
realized appreciation existing at the date 
of original admission, and which was 
realized during the period under com- 
putation, is deductible from the realized 
profits on securities held for the number 
of years that correspond with the num- 
ber of years the bank as trustee of that 
estate has ‘participated in the commin- 
gled fund. 

When a trust estate is withdrawn 
from the commingled fund, the bank as 
trustee of such trust estate realizes the 
balance of its share of the unrealized 
profit in the securities owned, and the 
bank as trustee of each of the remaining 
trusts acquires the withdrawing trust’s 
share of the unrealized appreciation in 
the securities held at the withdrawal 
date. 

The following entries will record the 
transaction: 

Number One: 
Debit Unrealized Profit 
Realized Profit 
Capital 
Credit Cash 


To Record Redemption of Units 


Number Two: 

Debit Investment Account 

Credit Market Appreciation 

To apportion to each security owned the 
proportion of unrealized profit of the 
withdrawn units in such security. 

Formula: Market appreciation (each se- 
curity in detail) divided by shares out- 
standing. 

The result multiplied by the number of 
shares to be redeemed. 

The result of that computation trans- 
ferred credited to market appreciation 
and debited to investment account. This 
is an addition to the purchase price of 
the securities. 
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issue. In a sense, therefore, this article will be merely a continua- 
tion of that discussion, carrying it through the probate period. 

In the first section, designed primarily for estate owners, we shall out- 
line briefly the principal duties of the fiduciary in charge of the decedent’s 
estate and endeavor to indicate some of the possible liabilities which the 
fiduciary must accept when undertaking the exacting work of probating 
an estate. 

Throughout the Course, which will consist of twelve articles, the section 
entitled, “For the Trust Department,” will be designed to give the trust 
department employee a practical vision of trust work, and its almost limit- 
less opportunities—opportunities as yet only partially developed. We are 
anxious particularly to stress the vital need of caution in accepting and 
handling certain types of trust business in order to avoid the incurring of 
unnecessary liabilities and to assure the greatest benefit to those interested 


W ILLS and testamentary trusts were discussed at length in the June 


in the estates. 


Section No. 1 
Executors—Testamentary Trustees 


ET us assume that a good and 
| valid will has been prepared 
for and executed by the estate 
owner. It does not seem desirable at this 
point to catalogue all of the duties which 
will be required of the executor and 
testamentary trustee. A few of them, 
however, should be mentioned at once. 
Upon the death of the testator it is 
necessary for his executor to take charge 
of his entire estate and see that it is con- 
served until the decedent’s just debts are 
paid and distribution is made of the 
residue in accordance with the terms of 
the will. This work is what is called the 
administration of the estate and it is 
performed under the direct orders of the 
probate court, which in some jurisdic- 
tions is termed Orphans’ Court, and in 
others Surrogates’ Court, Chancery 
Court, Court of Ordinary, etc. 
The Court of Probate of the county 
in which the decedent testator had estab- 
lished his legal residence is the proper 


place to file his last will and testament. 
Thereafter, the executor named therein 
will take the necessary steps, as required 
by the laws and the court rules of that 
jurisdiction, to prove the will and have 
it admitted to probate whereupon letters 
testamentary will be issued with or with- 
out the furnishing of a bond in accord- 
ance with the provisions of the will, if 
the executor is an individual, or accord- 
ing to the will and the statutes, if the 
executor is a corporation qualified to act 
in a fiduciary capacity. 

While a brief: outline of the general 
steps to be taken in the probate of a 
will are to be found on page 43, “Trust 
Functions Simplified,” the actual duties 
and possible liabilities which may be in- 
curred by an executor may be far greater 
than a casual reading thereof might sug- 
gest. 

In an endeavor to be suggestive only 
and not all-inclusive, we shall outline a 
few of the outstanding problems and/or 
difficulties with which an executor is 
frequently confronted, some of which 
might be most embarrassing and at times 
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subject the executor to actual liabilities 
far greater than the total fee he may 
receive for his services, in the event 
that he should act wrongly, although do- 
ing so with the best of intentions, for 
what he considered at the time to be the 
best interests of the estate and the tes- 
tator’s beneficiaries. 


Conserve All Estate Assets 


As stated hereinbefore, one of the 
first duties of the executor is to gather 
together and conserve all of the assets 
of the decedent’s estate. This basic re- 
quirement is all-embracing and requires 
the utmost diligence in order not to omit 
casually some asset which at the mo- 
ment might seem worthless, which, how- 
ever, later might prove to be of real 
value. As a result of such omission the 
executor might be held personally liable 
for neglect. While this apparently simple 
duty at first thought might appear to 
be a relatively easy one to perform, the 
actual facts as revealed by many cases 
prove conclusively that it may be a most 
difficult one to execute. The executor who 
is not adept and experienced in matters 
of this kind may know of property which 
he has reason to believe is a part of the 
decedent’s estate which is held by others. 
However, because of lack of actual proof 
he may eventually abandon his endeav- 
ors to gain possession. Still if he has not 
exerted every possible effort (including 
court action when necessary, etc.) to 
secure possession, there is little doubt 
that he would be held personally liable 
for the loss to the estate. 

In this connection it is to be noted 
that the courts generally have shown 
little sympathy for the executor who has 
failed to collect and conserve estate 
assets; instead, they are usually inclined 
to hold him to strict accountability for 
his failure in that regard. While there 
may be no intent of bad faith, fraud, or 
gross negligence on the part of the exec- 
utor, that fact is an almost impossible 
one to prove when property which be- 
longed to the decedent’s estate is dis- 
covered, has value and did not come into 
the possession of the executor in his 
fiduciary capacity. 

Active vigilance on the part of the 


executor at all times for the best in- 
terests of the estate is one of the funda- 
mental duties of executorship and thus 
a duty which is not to be lightly under- 
taken by one not thoroughly experienced 
in this exacting work. 

As a general rule an executor will be 
held personally liable for the wrongful 
act of any agent appointed to assist or 
represent him in any way in connection 
with the affairs of the estate entrusted 
to his care. 


Prompt Decisions Often Necessary 


The executor may be confronted with 
the necessity of making prompt decisions 
regarding the continued operation of a 
business, exercise of rights to subscribe 
for stock or sale thereof, compromise 
of claims due the estate from others or 
claims of others against the estate, other 
than ordinary debts. 

A contest of the will may be insti- 
tuted which may add many questions re- 
garding what constitutes proper pro- 
cedure on the part of the executor. 

Taxes, especially State inheritance or 
estate, and Federal estate, may present 
problems entirely unforeseen by the 
executor; still it is his duty to pay all 
taxes due and no more; therefore, if he 
should not exercise due diligence in this 
regard, he might personally be held 
liable for overpayment or for penalties 
and interest in case of under-payment. 


Investments by Executor 


In general it may be said that an 
executor is under no obligation to invest 
the assets of the estate which comes into 
his possession, his duty being to gather 
together, conserve, pay debts and dis- 
tribute the residue. Nevertheless, delay 
in settlement of the estate, or the terms 
of the will, etc., may bring upon him 
the added duty of investment of estate 
funds; and because of his capacity as 
executor, this duty may be much more 
difficult than that of a testamentary 
trustee. 

The foregoing statements touch upon 
only a few of the problems which arise 
in the administration and settlement of 
the estate of a decedent testator. When 
requested to act as an executor of a will, 
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do not for one moment try to tell your- 
self that the work after all will probably 
require little of your time and attention 
or be led into the false belief that being 
an executor is a simple matter. The 
duties of an executor are both complex 
and technical and carry with them more 
possible liability than the informed 
business man usually cares to assume. 


Administration of Testamentary Trusts 


Usually the duties of a testamentary 
trustee begin where those of the executor 
of the will leave off. Assume for example 
that the executor and trustee are one and 
the same. In most cases, at the time of 
final distribution of the estate, the trus- 
tee would give a receipt to the executor 
for the trust assets which are to form 
the corpus of the trust. At the time of 
final distribution in the executorship 
account, the duties as testamentary 
trustee begin, and they are entirely dif- 
ferent from those which were exercised 
during the period of executorship. 

As trustee all the incidents of owner- 
ship of the property which forms the 
corpus of the trust fall upon the trustee, 
and as such the trustee is personally 
liable as the owner of the property, 
although he cannot benefit in any way 
from such ownership except as to his 
reasonable fees for services rendered, 
although he will personally be liable for 
neglect in any degree of his duties to 
the trust estate. 


Note: The general liabilities and 
duties of trustees both testamentary and 
trustees under private, living or volun- 
tary trusts will be discussed in detail in 
later articles in this series. 


Administration of Intestate Estates 


It is suggested that pages 44-45 of 
“Trust Functions Simplified” be read at 
this time. 

When a person dies intestate, his 
estate will be distributed according to 
the laws of descent and distribution, or 
succession of the estate of legal resi- 
dence or domicile. 

The administrator, unlike the executor, 
has no instructions left by a testator 
to guide him, therefore he is governed 
entirely by the provisions of the statutes. 


Selection of Attorney 


One of the first and most important 
duties of the executor, testamentary 
trustee, administrator or guardian is the 
selection of an attorney to represent him 
in his fiduciary capacity. It is the gen- 
eral practice of corporate fiduciaries to 
select and retain as attorney of the estate 
the attorney in whom the testator showed 
confidence by having him draft his will. 

In article No. 1, June issue, we stressed 
the major importance of the estate owner 
selecting a qualified attorney thoroughly 
experienced in drafting of wills and 
trusts. If that has been done by the 
testator, the same attorney doubtless is 
best qualified to represent the fiduciary 
named by the testator. For the best in- 
terests of the estate it is absolutely 
necessary that the attorney and the 
fiduciary work together in the utmost ° 
harmony. We are of the opinion that it 
would probably be most dangerous for 
an inexperienced fiduciary to retain as 
his counsel an attorney not thoroughly 
experienced in actual probate practice 
and procedure. 


Estate of Minors and Incompetents 


Suggested reading matter in “Trust 
Functions Simplified”—pages 46-47. Ref- 
erence is made also to the second section 
of this article. 


Section No, 2 
For the Trust Department 
Probate of Wills 

Read pages 42-43, “Trust Functions 
Simplified.” When a testator dies and 
you have been named executor in his 
will, exert every effort to see that there 
can be no wasting of the property of the 
estate pending proving the will and the 
issuance of Letters Testamentary. 

In the event you have reason to be- 
lieve that the property of the estate 
requires immediate attention, apply for 
Special Letters of Administration. 

At times, property belonging to the 
estate will come into your possession 
prior to your receipt of Letters Testa- 
mentary. Take care of it, but take no 
action that might cause you loss of any 
kind in the event the will should not be 
proved and it became necessary for you 
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to account for and deliver the property 
of the estate in your possession to an 
administrator or anyone else. 

Diligent search should always be made 
to be certain that all assets of the dece- 
dent are located. Every clue that might 
possibly lead to the location of assets 
should be carefully followed; old papers, 
checks and notes should be thoroughly 
scanned. 

When setting up your records, read 
the will most carefully, and be sure every 
possible matter that may require your 
action is properly noted on diary or 
tickler. 

Prepare inventory painstakingly, and 
have available all possible data relative 
to market value of property as of date 
of death, etc. 

Before final distribution of the estate, 
be sure there has been a final determina- 
tion of inheritance taxes, Federal estate 
taxes and income taxes, so that there can 
be no possibility of any tax authority 
later demanding that you pay additional 
taxes which might be assessed against 
the estate in any way. 

While you are governed by the pro- 
bate procedure of your State in probat- 
ing the will, the actual requirements of 
different wills vary so greatly that the 
administrative work in connection there- 
with is probably less standardized than 
any other phase of trust work. In the 
case of each will which you probate, it 
is essential that you study the provisions 
of that will most carefully, and then 
decide exactly what you are to do, and 
what special care and caution you must 
exercise in the probating of that par- 
ticular will. 

For example, say you have a will with 
a provision like this: 


“T hereby direct that during the admin- 
istration of my estate my executors shall 
pay to ————————— out of the assets 
of my estate the sum of $————— per 
month from the date of my death until 
the distribution of my estate, and that the 
sums so paid shall not be considered as 
advances, but are in addition to any other 
sums provided in my Will to be paid to 
said person.” 


In this case, while you have a clear 
direction to pay, still you would not wish 
to follow that direction if you had reason 


to believe there was any chance that 
valid claims would be filed against the 
estate, the total of which would exceed 
the value of the assets. This hypothet- 
ical case will serve to illustrate what we 
mean by “special care and caution” in 
each case. 

If in some instances it is found desir- 
able to make a final distribution of an 
estate prior to final determination of the 
Federal Estate Tax, we suggest that you 
do not make the final distribution unless 
the distributees deposit with you under 
an irrevocable letter of escrow instruc- 
tions a sufficient sum of money which 
would beyond any question of a doubt 
cover any additional taxes which might 
be assessed against the estate. 

That letter of instructions should 
authorize you, as escrow holder, to pay 
from the funds held by you in the escrow 
account any additional taxes that might 
be found due and to distribute the bal- 
ance to the parties to the escrow; and 
in the event that no taxes are found due, 
then upon receipt of final determination 
or the expiration of the time allowed by. 
law, you will be authorized to pay the 
funds to the parties to the escrow. 

At the time of filing your final account 
and securing a decree of distribution, we 
suggest that you reserve unto yourself 
as executor a small sum, $10, $15 or $25 
as the case may be, to cover your closing 
expenses, such as insurance on securities 
forwarded to a distant point for delivery, 
notary fees, and items of that character. 
It has been our custom to recommend 
this practice for several years, and thus 
far we have never known of any Probate 
Court that objected to it. As we see it, 
that is the only method by which trust 
departments can definitely be assured 
that they will not have to pay some 
items of expense which will be necessary 
for them to charge to profit and loss. We 
suggest that once each year you go 
through the Cash Ledger of your Court 
Accounts and transfer to Profit and Loss 
any small balances remaining on the 
account, which balances are a part of the 
$15 or $25, etc., amounts that have been 
distributed to you for closing expenses. 


Relations With Attorney 
Just a word as to your relations with 
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the attorney representing you as execu- 
tor. 

It may be that sometime you will be 
named as executor of a will and find that 
you are associated with an attorney who 
has in the past probated many estates 
for individual executors who have left 
all matters relative to the estate in his 
hands. From force of habit he may ex- 
pect to proceed in the same manner when 
acting as attorney for a _ corporate 
executor. 

Should it happen that you have such 
an experience—as many others have had 
—the course for you to follow is to 
insist that all records pertaining to your 
executorship are to be kept by you and 
held in your possession. The matter 
would, of course, be handled in a diplo- 
matic manner, but you should always 
have complete records in your depart- 
ment at all times. 

As executor, you should prepare the 
accounts for filing in court, delivering a 
sufficient number of copies to your attor- 
ney so that it will not be necessary for 
him to re-write them, but will permit him 
to prepare his Petition and attach to 
the account prepared by you. Such prac- 
tice finds favor with the great majority 
of attorneys. 


Administrative Safeguards 


When you set up your records for a 
testamentary trust, be sure that all mat- 
ters that will ever require your attention 
at any time, as far as you can possibly 
foresee or determine from the wording 
of the trust, are properly noted on your 


records. Extreme care should now be 
used to see that all the terms and pro- 
visions of the trust are properly digested 
and noted on your records. 

Now is the time that the value of 
using uniform clauses in the will comes 
to you most forcibly. 

To avoid any future difficulties, you 
must now thoroughly analyze these trust 
provisions and get your records properly 
set up, and that responsibility is more 
than one busy man should undertake. 
No matter upon whom the duty of pre- 
paring a synopsis of the trust falls, his 
work should be checked by another. 

Be cautious when transferring title 


which you hold in a fiduciary capacity. 
You, as trustee, are not in a position to 
warrant that title, and all you should 
transfer is all the right, title and in- 
terest that came to you in your fiduciary 
capacity, and no more. 


Guardianship of Estates of Minors and 
Incompetents 


Pages 46-47 and the last paragraph on 
page 20 of “Trust Functions Simplified” 
should be read in this connection. 

Whenever you receive a request to act 
as guardian of the estate of an incompe- 
tent person, secure all the facts you can 
get relative to the case, then proceed 
with extreme caution. Investigate the 
matter thoroughly, and be confident in 
your own mind that there is good reason 
for the appointment of a guardian, and 
also a good reason why your bank should 
be asked to act as that guardian. 

To move cautiously prior to the accept- 
ance of the guardianship of an incompe- 
tent person may later save you difficul- 
ties. Experience teaches that harmony 
does not always exist among the near 
relatives of an incompetent person, and 
especially does that seem to be the case 
if the estate of the incompetent person 
is an unusually large one. 

We suggest making it a hard and fast 
rule never to sign a petition for appoint- 
ment as guardian of an incompetent per- 
son but, instead, always to insist upon 
the petition (requesting that your trust 
department be named as guardian of the 
estate of the incompetent) being signed 
by some relative or friend of the incom- 
petent. 

We are of the opinion that in a great 
majority of cases it is an advantage for | 
the executor of a will to be guardian of 
the estates of minor children of the de- 
cedent. 


Test Questions 


1. Name in proper order the persons 
who are entitled to Letters of Adminis- 
tration of estate of a person dying in- 
testate. 

2. May a surviving partner be ap- 
pointed administrator of the estate of 
his deceased partner? 

3. Can a trust department act as 
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guardian of the person of a minor or 
incompetent? 

4. As used in the laws of your State, 
what are the phrases “Incompetent,” 
“Mentally Incompetent” and “Incapable” 
construed to mean? 

5. Can a guardian be appointed by a 
will? If so, by whom? 

6. Describe the duties of trust depart- 
ment when acting as guardian of the 
estates of minors and incompetents. You 
should be able to give at least four out- 
standing duties. 

7. What is the basic fee charge made 
by trust departments in guardianship 
matters? 


Your Manual 


By the term “your manual,” we mean 
a place where you can file for quick 
reference information and data regard- 
ing fiduciary functions and trust depart- 
ment operations. We have found a loose 
leaf binder which holds an 8%x11 inch 
sheet to be quite satisfactory for the 
purpose. Beginning herein and continu- 
ing from time to time throughout this 
series of articles, we shall suggest for 
your consideration material which others 
have found helpful to prepare and insert 
in their personal manuals. 

In the preparation of your “manual” 
we suggest that you turn to pages 701- 
702 of the June issue and insert in your 
manual the facts suggested by questions 
there listed. 

Turn to pages 30-33 of “Trust Func- 
tions Simplified,” review the questions 
bearing upon information required for 
the preparation of wills, and then pre- 
pare your own list for insertion in your 
manual. Your list should give practical 
application to your State laws and the 
general policies of your trust depart- 
ment. 

Prepare and insert in your manual a 
form of composite will which is adapted 
to your laws and local practices. 

If any of the questions listed on pages 
707-708, June issue, suggest matters 
which you feel may be helpful for quick 
reference, we suggest that you make the 
proper insertions in your manual. 

Insert a form of letter and receipt for 
a will deposited with you for safekeep- 
ing. 


List in proper order those entitled to 
receive letters of administration of the 
estate of a person dying intestate in your 
State. 

Read the statutes of your State rela- 
tive to the following and insert the sec- 
tion numbers in your manual for quick 
reference: 


RE: Probate of Wills 
Proceedings in Court of Probate; 
Petition, notice and proof; 
Contesting probate of will; 
Probate of foreign will; 
Contesting will after probate; 
Probate of lost or destroyed will; 
Probate of nuncupative will. 


(a) 
(b) 
(c) 
(d) 
(e) 
(f) 
(g) 


RE: Executors and Administrators 


Their duties in probating wills or ad- 
ministering estates of deceased persons: 

(a) Executors and administrators— 
their letters, bonds, removals and sus- 
pensions; 

(b) Inventory and collection of effects 
of decedent; 

(c) Provision for support of the fam- 
ily and homestead ; 

(d) Claims against estate; 

(e) Sales and conveyances of prop- 
erty of decedents; 

(f) Powers and duties of executor and 
administrator and management of estate; 

(g) Conveyance of real estate and 
transfer of personal property by executor 
and administrator ; 

(h) Accounts rendered by executor 
and administrator and payment of debt; 

(i) Partition, distribution and final 
settlement of estates; 

(j) Orders, decrees, process, minutes, 
record, trials and appeal; 

(k) Public administrator. 


Follow a similar method in out- 
lining for reference the laws of 
your State regarding guardianship 
of both minors and incompetents. 

The third article of this series 
of twelve will appear in the August 
issue. Therein we will take up a 
discussion of Voluntary, Living or 
Private Trusts. 

Reading material in “Trust Func- 
tions Simplified” will be pages 48-68. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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Betsy Ross House 


HE early American tradi- 

tions of independence and 
simplicity make for clear think- 
ing and wise provision for the 
future. Provident Trust 
Company has helped to 
conserve property for 
three generations of 


Philadelphians. 








HEN the trust department of 
VW the Northwestern National Bank 
and Trust Company, Minne- 
apolis, was moved to the main banking 
floor, the following advertisement ap- 


peared in the Minneapolis newspapers: 


NORTHWESTERN TRUST DEPART- 
MENT 


Removes to the Main Banking Floor 








You are cordially invited to visit 
the new offices of our Trust Depart- 
ment, opened this morning for your 
greater convenience on the main 
banking floor. Here, at the Sixth 
Street end of the main lobby, the 
officers and facilities of the De- 
partment are grouped for your serv- 
ice and the ready and easy dispatch 
of your business. It will be a pleas- 
ure to welcome you to our new and 
more commodious quarters. 










Another larger advertisement carried 
a cut which showed the interior of the 
new quarters of the trust department. 
Thereunder appeared the following: 


FOR YOUR CONVENIENCE 


The Northwestern Trust Depart- 
ment is now located in its new quar- 
ters at the Sixth Street end of the 
main lobby of the Northwestern 
Bank Building. Here its personnel 
and facilities are grouped for your 
convenience. The Trust service pro- 
vided is complete in every detail, 
with a background of more than 


















DEVELOPING TRUST NEW BUSINESS 


“Trust Department Moves to Main Banking Floor” Is Advertising 
Feature in Minneapolis—Charts Used Freely 


Northwestern National Bank and 
Trust Company, the Trust Depart- 
ment of The Minnesota Loan and 
Trust Company, its business, per- 
sonnel, officers, and committees, be- 
came a unit of the consolidated in- 
stitution. During a half century of 
experience which this organization 
has had in administering trust 
affairs, improved methods have been 
found, new lessons have been 
learned, and the standards of serv- 
ice steadily have advanced. 

Trust company service necessar- 
ily is individuai, designed to meet 
individual needs in the building and 
conserving of estates, in the protec- 
tion of personal and family financial 
interests, in the development of in- 
telligent and sympathetic relation- 
ship with the maker and the bene- 
ficiaries of each trust. Behind all 
of these activities, however, there 
are definite rules of procedure: 
The care and supervision of estates 
must be under the personal direc- 
tion of capable, experienced Trust 
officers. 

Investment of trust funds must be 
made by a special trust committee 
approved by the Board of Direc- 
tors. 

No securities for trust funds can 
be purchased from the Company or 
from any affiliated company or 
bank. ; 

Trust assets are kept separate and 
apart from assets of the Northwest- 
ern National Bank and Trust Com- 















half a century of successful experi- pany. 
ence in handling trust affairs. On the basis of these principles and 
You are cordially invited to visit standards of practice, our officers and 
and inspect the new Trust Depart- directors invite you to discuss with us 
ment quarters, with commodious the care of your estate. 
= lobby - yee ona _ TRUST DEPARTMENT 
a a Charles V. Smith, Vice President 
Clarence E. Drake, Trust Officer 
The official personnel of the trust de- Maurice K. Mark, Trust Officer 
partment was included in the following: George Vollmer, Assistant Secretary 





J. Burns Allen, Assistant Secretary 
TRUST COMPANY SERVICE TO MEET Ganus V. Fait, Assistant Secretary 


PRESENT DAY NEEDS Roy N. Gesme, Assistant Trust Officer 
With the union of two pioneer Accompanying a sketch of the bank’s 
banking institutions to form the home, in an advertisement in Minne- 
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apolis papers June 29, July 2, 5 and 6, 
appeared this wording: 


An important advantage of a 
Northwestern Living Trust is that 
it may be altered to meet changed 
conditions. You can view the actual 
operation of the Trust during your 
life, and make changes if it does 
not function exactly as you wish. 


Following the name and address of 
the bank appeared the words: 
“Ask for booklet ‘Planning Your Estate’” 


Planning Your Estate 


The inside pages of this 30-page copy- 
righted booklet are 7144x10% inches with 
cover. The first page of this booklet 
under the heading, “A Graphic Plan for 
the Organization of Property Designed 
to Provide Maximum Protection and 
Effect Economies in the Management of 
Your Estate,” reads as follows: 


In the belief that problems often 
are simplified and suggest their own 
answers when illustrated in graphic 
form, we have prepared this series 
of charts. It depicts the situation 
which faces every person of means. 
We submit it to your consideration 
in the hope that it will enable you 
quickly and logically to think out 
the vital questions with respect to 
your Will, the protection of your 
family, the conservation of your 
life insurance, and the ultimate dis- 
position of your property in the 
light of your individual circum- 
stances, intentions and viewpoint. 
The next three following pages are 
headed: The Problems Confronting Every 
Owner of Property, the Need for a Will, 
and the Duties of an Executor. The next 
two pages are devoted to a chart entitled, 
How Our Trust Department Proceeds 
with the Administration of Estates as 
Executor. This chart is reproduced on 
page 29. Other charts in color through- 
out the booklet are entitled as follows: 
Protection for Your Wife and Chil- 
dren Through an Estate Plan. 
Economies in Estate Shrinkage. 
How Each Transfer Affects Estates. 
How Life Insurance Adds to Your 
Estate. 
Four Methods of Passing Your Estate. 
Custodianship Service for Busy Execu- 


tives—Professional People—Women of 
Property—Companies—Institutions. 

The Value of a Business Insurance 
Trust—How the Holding Is Liquidated. 

The Responsibilities of a Trustee—As 
Executor-Trustee the Northwestern Na- 
tional Bank and Trust Company Offers 
These Qualifications. 

Laws of Minnesota for Distribution of 
Property Where No Will Is Left. 

Next follows four pages devoted to 
Points to Consider in Making Your Will. 
These points are preceded by the follow- 
ing statement: 

In the foregoing pages we have 
discussed the various methods, pro- 
visions, and economies in estate 
planning and have endeavored, out 
of our experience, to portray the 
practical problems that should be 
considered. The next few pages are 
devoted to pointed questions de- 
signed to assist you in clarifying 
your individual ideas on all impor- 
tant points. 

The suggestion is made that you 

use these pages as a work sheet in 
which to think out the course you 
want the future to pursue with re- 
spect to your family and property. 
To this end, spaces are incorporated 
in the text. In a very few minutes 
you will have applied the principles 
of trusteeship to your own situation 
and will be able to weigh the ad- 
vantages and visualize the true 
extent of their value to you. 


On the last page are these words: 
You have spent your life building 
your estate—spend a day safe- 
guarding it. 

As further evidence that the North- 
western National Bank and Trust Com- 
pany believe in the use of charts to illus- 
trate in graphic form the selling points 
regarding the value of their fiduciary 
services, they are using three four-page 
folders, 754 x10% inches, all in color. 
One of these bears the title, “The Opera- 
tion of a Simple Trust Agreement.” The 
words explain briefly, “The Trust Under 
Will,” and the chart, “Protection for 
Your Wife and Children Through an 
Estate Plan.” Other folders accompanied 
by charts are entitled, “Economies in 
Estate Shrinkage,” and “Greater Effi- 
ciency in Managing Your Securities.” 
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How Our Trust Department Proceeds with the 
Administration of Estates as Executor 





Satequards the Assets 


Tokes whet immedicte protective messures ore desweble 
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Probates the Will 
Files Will with cout; obteins proof of heinship; locates witnesses, files executor’s written oath of office, 
resists ottempts to contest Will. 
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Appraises Assets 


Gathers complete and satislectory evidence of the value of oll assets ot the dete 
of the testator's death. 
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Administers the Estate 


Governed by the wishes re in the Will and the 
nn eee estate. 









































Makes comprehensive review of 
merket conditions for each security to 
decide which should be sold first, if 
necessary to meet taxes, expenses, 
claims and specific bequests. 


Lends assistance in equitable distribution of 
goods and chattels; gives special study to valu- 
able collections; determines method and time 
of sale for articles not bequeathed end informs 
beneficiaries of = they may expect from 
the estete. 


Gives exhaustive study to business inter- 
ests end determines policy of continuance, 
liquidation or sale with due regard to 
expressions in the Will. Carries out or 

adjusts incompleted contracts. 


Investigates oll real estate from 
standpoint of earings, market, 
and desirability in case circum- 
stances require its sale. 









Determines Taxes 
An intricate and involved procedure in which particular forms of informatian and return | _Inheritonce Taxes | 


must be prepared and filed with each taxing body. | 


Attends to income Files return and Makes careful survey of all pos- 
tex for part of year pays tex for part sible tex claims to see that no 






















notice, p 


and pays the Fed. 


prior to testetor's of year after tes- further liability exists upon review 
death. eral Estate Tex. securities. 


tator's death. by the government. 
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Settles all Claims 
Publishes notice to creditors; has date set for legal adjudication of all claims; obtains all 
eveilable evidence and testimony regarding the propriety of each; resists ell improper claims 
and pays all indebtedness es allowed. 









Distributes the Estate 


Apportions all property in the estate for equitable distribution. 


Pays over such parts 
of estate as desig- 
nated to go to heirs 
ond legatees. 












Prepares final accounting consisting of a detail statement of every 
item of principal, income and payment. 












Obtains Discharge 
Notifies all beneficiaries when final accounting is to be filed. Upon ratification of all persons 
in interest, secures formal approval and discharge es executor from the court. 












One of charts used by Northwestern National Bank and Trust Company, Minneapolis, in booklet, “Planning 
Your Estate” 





Life Insurance Trusts Advertised in Mailing Pieces and Varied 
Series of Newspaper Displays 


HE Rhode Island Hospital Trust 
Company, Providence, have been 
using a series of four mailing 
pieces on Life Insurance Trusts. H. A. 
Bokelund, advertising manager, states 
“that this particular series has proven 
rather productive.” 


4 
WAYS 
TO LEAVE 
YOUR LIFE INSURANCE 


is the title of a four-page folder, 
41% x 8% inches, on heavy stock colored 
paper. 


The second page carries this caption: 


Which One Will Best Serve the Needs 
of Your Family? 


After this appears a cut, followed by: 


When you buy life insurance, the one 
thought uppermost in your mind is the pro- 
tection of your wife and children or other 
dependents. Your purpose is to assure their 
financial well-being. If this is true, you 
should adopt a plan which will make the in- 
surance money available to their needs and 
comfort in the most elastic yet permanent 
manner. 

You can leave your life insurance in any 
of four ways, each of which has its advan- 
tages: 

In a lump sum. 

Under options with Insurance Companies. 





Payable to your estate. 

In a Life Insurance Trust. 

How can you decide which of these plans 
is best suited to carry out your ideas? Only 
by seriously considering each one. 

Your insurance underwriter has, no doubt, 
explained the advantages of the lump sum 
plan and of the various settlement options. 
Payment to your estate is advisable under 
certain circumstances. A Life Insurance 
Trust has several definite advantages. Are 
you familiar with them? When you are, you 
will then be in a position to decide which 
plan will afford the greatest protection for 
your family. 

We strongly advise that you arrange for 
a confidential talk with one of our trust 
officers. He will explain among other things 
how a Life Insurance Trust can be made to 
meet unexpected situations that may arise 
many years after the death of the insured. 

% Ask us to send you a copy of our 
booklet, “Increasing the Value of Insur- 
ance Through the Use of Trusts.” 

The advantage of making your Life 
Insurance a part of your plan for your 
entire estate 

is the title of a 354x8 inch folder. 
Across the upper half of the two inside 
pages is a chart under which appears 
the following: 

Your estate will need the support of your 
life insurance, first, to provide cash to pay 
administration costs and taxes, and second, 
to supply adequate future income for your 
family. YOUR LIFE INSURANCE will need 
the support of the same capable manage- 
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ment you will provide for your estate. One 
complete plan should cover both your estate 
and your life insurance, to assure their 
effective coordination in your family’s in- 
terest. 

The diagram above shows the basic struc- 
ture of such a plan. Your life insurance will— 


(1) provide for your family’s immedi- 
ate needs; 

(2) supply cash to your executor to pay 
debts, administration costs and taxes, 
thus preventing forced sale of the 
estate’s securities, possibly at a sacri- 
fice; 

(3) be invested by the trustee, income 
to be paid to beneficiaries, and principal 
to be distributed, both as you instruct. 


Under this plan, with the Hospital Trust 
Company as executor of your estate, and 
trustee of both your general estate and your 
life insurance, centralized control and uni- 
form management policies are assured. 

One of our officers will be glad to discuss 
with you the details of this plan, and to 
explain the services the Hospital Trust Com- 
pany would render as Executor-Trustee. 

When Entering a Strange Port 
appears on the outside of another folder, 
the second page of which is headed: 


The Wise Captain 
Picks Up a Pilot. 


The wording of this folder follows: 


Mr. A. was discussing with his wife the 
plans he had made to assure the financial 
future of the family. 

“That last policy I bought,” said Mr. A., 
“brings my insurance up to the point where 
it will provide a good income for you and the 
children if anything happens to me.” 


| aSTaATE 


| Making your Life Insurance 
serve a DUAL PURPOSE 











When entering a STRANGE PORT 
the wise captain picks up a PILOT 
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“But what would I do with the insurance 
money?” asked his wife. “I know a lot of 
people who have lost money investing it, and 
most of them know more about investments 
than I do. How would I invest it?” 

“You won’t have to,” said her husband 
with a smile. “I’ll tell you what I’ve done. I 
had my lawyer draw up an insurance trust 
deed naming the Hospital Trust Company. 
Before signing it, I want you to go over it 
with me and my lawyer to make sure I’ve 
arranged matters just as you would like to 
have them. As it is, the Trust Company will 
take care of everything; collect the proceeds, 
invest the money safely, pay you a regular 
income, and in case of sickness or any other 
emergency, give you as much as you need 
out of the principal. So you see, you won’t 
have a thing to worry about.” 

When entering a strange port, the wise 
captain picks up a pilot who knows the tides 
and channels. Experience and prudent judg- 
ment will be required to make your life in- 
surance render fully effective service to your — 
estate and family. 

One of our officers will gladly explain the 
details and advantages of a Life Insurance 
Trust. 


The fourth folder of this series is: 


How You Can Prevent 
a Sacrifice Sale 
of Part of Your Estate 

The contents read in part: 

Cash will be absolutely necessary when 
the time comes to settle your estate. First, 
of course, will be your debts; they must be 
paid in cash. Then come Federal taxes, State 
taxes, administration expenses. Cash is the 
only thing which will be accepted in paying 
these. In some estates, these items have 





















Life Insurance in Trust 
gives ‘“ DOUBLE-BARRELED” protection 
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aggregated as much as 30 per cent. of the 
estate, a large proportion if there were no 
cash, and securities or real estate had to be 
sold to pay them. 

Probably your estate will not contain the 
cash required. If you do nothing to offset 
this shortage, your executor must raise the 
cash. That means that estate assets must be 
sold—a serious loss, if the market is unfav- 
orable. 

You can prevent a forced sale by planning 
ahead. A simple plan to supply the cash is 
through your life insurance. The value of 
life insurance in this respect is illustrated 
by this actual case. * * * 


A series of advertisements is being 
carried in newspapers. In order to con- 
vey an idea of their general type, all 
dealing with various phases of the use 
of life insurance trusts in the conserva- 
tion of estates, six are reproduced below. 
All of these advertisements are illus- 
trated with appropriate sketches fol- 
lowed by a title and a concise message. 
A few of these titles follow: 

You who carry life insurance should 
read this booklet. 

“John was a far-sighted person.” 

Life Insurance—A source of content- 
ment or worries? 


“T’m glad my husband put his life in- 
surance in trust for me.” 

Make sure of their protection with a 
Life Insurance Trust. 

“I’m not leaving the protection of my 
family to chance.” 

Their future—made secure with a Life 
Insurance Trust. 

There are no Ands, Ifs, or Buts about 
this Family’s Financial Future. 

One of the latest advertisements of 
the series carries the headline, “A great 
deal can happen in five years,” and a 
sketch of a boy with a toy airplane. The 
text of the advertisement in part fol- 
lows: 

“Five years ago, Mr. T.’s son took a 
lively interest in model airplanes. But 
a great deal can happen in five years and 
today, at college age, his sole interest 
lies in the field of medicine. * * * All of 
these changes have a significance which 
has not escaped Mr. T. * * * So he has 
done the obvious thing—he has had his 
attorney bring his will up-to-date. * * * 
Another thing, and a vitally important 
one, is the fact that his new will avoids 
certain expenses which represent a sav- 
ing of approximately $15,000. * * *” 


Appealing Idea Attractively Displayed 


Chemical Bank and Trust Company, New York, in recent newspaper advertisements, 
has been stressing the cost of transfer of property under the Revenue Act of 1934. A 
reproduction of one of these advertisements is here — . 
shown. The text reads: 


1. By outright gift (subject to gift tax). 


2. By intestate law (death without a will) (subject 


to estate tax). 
3. By will (subject to estate tax). 


4. By transfer to a trustee of a living trust (subject 
either to a gift tax at creation or estate tax at 
time of death of creator according to terms of the 


agreement). 


. One special type of property, life insurance, can be 
transferred: (a) by contract with the issuing in- 
surance company (amount of insurance owned in 
excess of exemption subject to estate tax on death 
of the insured); (b) by the use of an insurance 
trust (subject to estate tax to same extent as in- 
surance). The irrevocable transfer of ownership 


of policies is subject to gift tax. 


After the name and address appears this wording: 
“Consult your attorney FIRST. We shall be glad to 


Cost of Transfer 
of Property 


FROM GENERATION TO GENERATION 
UNDER REVENUE ACT OF 1934 


(1) By outright git 
(Sutbyret to Cot Toa) 
(2) By intestate law (death without a will) 
(Subject to Estate Tex) 
(3) By Win 
(Subject to Estate Tox) 
(4) By trausfer to » trustee of « living trust. 
(Scbry sitter to Git Toe at crvation or 
imate Tex ot ume of death of creaver 
ercording (e terme of the agreement) 


(3) One special type of property, life i 
can be nabs hes ’ scaiteiaiead 
(2) By contract with the feouing insurance 
company 


“(Amovst of invurpace owned in excess of 
Cemprios to Emate Tex on death 
of the imeured) 


tanureere 
(The ereserable trameler of ownership 
of policies is vubject te Gift Tax) 


CHEMICAL 
BANK 
TRUST COMPANY 
165 Broadway, New York 
Consult your attorney FIRST. We shall be glad 


to discuss with him the conclusions we have 
drawn from our study of the present tax situation, 


discuss with him the conclusions we have drawn from 


our study of the present tax situation.” 





COSTS OF TRANSFERRING ESTATE 


Central Hanover Advertises Booklet Com- 
paring Such Costs by Three Methods, 


Basing Calculations on 1934 a NE 5 


Under The 


Federal Tax Law New Revenue Act 


the right refers to a study presented in book- Fate emt wr oe ster rog 
let form and copyrighted by the Central 

Hanover Bank and Trust Company, New York. It 

is a 12-page booklet with cover, measuring 7 x 10 

inches. The introductory statement follows: 


“TO TRANSFER your property to your family 


will cost money. How much depends upon how you 
do it. Centrat Hanover 


BANK AND TRUST COMPANY 
NEW YORK 


[iin newspaper advertisement reproduced at pa ge 


“On the pages that follow, you can see that large 
savings may be possible when an estate is care- 
fully arranged before the transfer takes place. 

“We shall be glad at any time to discuss with you the business side of the par- 
ticular arrangements that may be necessary to transfer your estate economically. 

“Your attorney should pass upon your plan and prepare the necessary docu- 
ments. 

“In order to illustrate the points brought out in this booklet, it was necessary 
to assume a general set of facts.” 

The set of facts referred to are as follows: 

“For the purpose of this booklet it is assumed that you are married, have 
children, and desire your wife to receive the full enjoyment of your property 
during her lifetime with the estate ultimately passing to the children. 

“Legal and administrative expenses would not be fixed at the stated amounts 
but on the average would approximate these figures where but one executor or 
trustee is appointed. 

“The Federal Revenue Act of 1934 and current rates under existing tax laws 
of the State of New York. 

“It is assumed that the will and trust estate are to be created by a resident 
of New York and to be governed in their interpretation by New York laws, and 
that the property is located in New York. 

“In the third method, it is assumed that the transfer by immediate trust is 
not made in contemplation of death within the meaning of the statutes and is 
made irrevocable.” 

The following detailed explanations are taken verbatim from the booklet: 


FIRST METHOD ... By Two Wills 


Suppose you make a will which gives your property to your wife outright—a 
natural disposition—expecting that she in turn will make a will leaving the 
property to the children on her death. If you die before your wife, your estate 
will twice pass through the Surrogate’s Court and twice encounter taxes, expenses 
and unavoidable delays. 

This is the most expensive method of transfer. Two wills are necessary and 
there are two complete sets of transfer expenses. However, if your wife should 
die within five years of your death, the second set of transfer taxes would not 
be levied if the property previously assessed for taxation could be identified, 
but there would still be a second set of legal and administrative expenses. 


33 





TS oP 


This is the method of property transfer most men think of first. But a com- 
parison of this method with the less expensive ways of transferring property 
which are illustrated hereafter shows its relative disadvantages. 


FIRST METHOD ... Without the Use of Trusts 


Husband’s net estate $250,000 $500,000 $750,000 $1,000,000 $2,000,000 $5,000,000 $10,000,000 


1st Transfer 
Probate costs. 10,000 20,000 30,000 40,000 80,000 200,000 400,000 


Est. taxes— 
N.Y.& Fed. . 17,740 58,440 108,540 167,640 460,560 1,689,700 4,408,100 


Total costs .. 27,740 78,440 138,540 207,640 540,560 1,889,700 4,808,100 


Amount wife 
receives . . . 222,260 421,560 611,460 792,360 1,459,440 3,110,300 5,191,900 


2nd Transfer 
Probate costs. 8,890 16,862 24,458 31,694 58,377 124,412 207,676 


Est taxes— 
N.Y.& Fed. . 14,385 44,889 79,800 117,974 295,215 853,868 1,783,286 


Total costs . . 23,275 61,751 104,258 149,668 353,592 978,280 1,990,962 


Amount children 
receive ... 198,985 359,809 507,202 642,692 1,105,848 2,132,020 3,200,938 


Total TransferCosts 51,015 140,191 242,798 357,308 894,152 2,867,980 6,799,062 


SECOND METHOD ... By Will and Trust Under Will 


Under this plan the transfer of your property to your wife and ultimately to 
y° ur children is effected by one will under which the property is left to your 
v for her lifetime, in trust, passing to the children on her death. 

This means that the property passes through the Surrogate’s Court but once 
and bears but one complete set of transfer expenses. Your wife is relieved of 
the burden of management and investment detail. The trust helps to assure the 
continued preservation of your property. On your wife’s death the trust may be 
continued for the benefit of your children or pass to them outright in accordance 
with the instructions contained in your will. 


SECOND METHOD .. . With the Use of Testamentary Trust 


Husband’s net estate $250,000 $500,000 $750,000 $1,000,000 $2,000,000 $5,000,000 $10,000,000 
1st Transfer 
Probate costs. 10,000 20,000 30,000 40,000 80,000 200,000 400,000 


Est. taxes— 
N.Y.& Fed. . 17,740 58,440 108,540 167,640 460,560 1,689,700 4,408,100 


Total costs .. 27,740 78,440 138,540 207,640 540,560 1,889,700 4,808,100 


Amt. wife receives 
in trust ... 222,260 421,560 611,460 792,360 1,459,440 3,110,300 5,191,900 


Trustees’ fees . . 4,465 8,451 12,249 15,867 29,208 62 ,226 103,858 


Amount children 
receive .. . 217,795 413,109 599,211 776,493 1,430,232 3,048,074 5,088,042 


Total Transfer Cost 32,205 86,891 150,789 223,507 569,768 1,951,926 4,911,958 
Saving over plan 1 18,810 53,300 92,009 133,801 324,384 916,054 1,887,104 


THIRD METHOD ... By Trust, Will and Trust Under Will 


By immediately placing the amount shown on the opposite page in trust for 
your wife, you remove that portion of your estate from the expense and delay 
of probate proceedings, and reduce estate taxes. Your trust would be subject 
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to a gift tax, however, which is shown in the figures. These are based on the 


1935 rates. 


The balance of your estate would be held in trust for your wife under your 
will. The principal of both trusts would pass ultimately to your children. 

Under this method, income tax savings may be effected which, in the majority 
of cases, will offset the immediate trust fees. 


THIRD METHOD ... With Use of Immediate Trust 


Husband’s net estate $250,000 $500,000 $750,000 $1,000,000 $2,000,000 $5,000,000 $10,000,000 


Immediate trust 
for wife... 


Transferred by 
7. 
1st Transfer 
Gift tax. . 
Probate costs 
Est. taxes— 
N.Y.& Fed. . 5,865 
Total costs : 12,765 
Wife receives u/will 187,235 
Wife recd. immed. 
trust 
Total wife receives 237,235 
Trustees’ fees 4,765 
Amount children 
receive 232,470 
Total Transfer Cost 17,530 
Savings over plan 1 33,485 
Savings over plan 2 14,675 


100,000 125,000 187,500 


150,000 375,000 562,500 


938 
5,962 


2,175 
14,913 


7,125 
22,215 


37,029 
54,117 
320,883 


69,032 
98,372 
464,128 


125,000 
445,883 
8,938 


187,500 
651,628 
13,053 


436,945 
63,055 
77,136 
23,836 


638,575 
111,425 
131,373 

39,364 


The Continued Preservation of Your 
Property 


“The foregoing calculations have to do 
only with the cost of transferring prop- 
erty,” the booklet continues, “but there 
is another cost which must be borne 
by all estates. This is the cost of man- 
agement. Management is largely con- 
cerned with investment and re-invest- 
ment. Experience and knowledge are 
necessary in order to conserve principal 
and maintain a steady income. 


“Constant investment research at Cen- 
tral Hanover produces a steady flow of 
information. The officers of the bank are 
in close touch with the constantly chang- 
ing conditions of the business and finan- 
cial world. 

“Many experienced business men pre- 
fer to rely upon our investment man- 


250,000 500,000 1,250,000 2,500,000 


750,000 1,500,000 3,750,000 7,500,000 


12,750 
29,490 


43,613 
58,255 


177,150 
142,914 


470,925 
281,163 


105,700 
147,940 
602,060 


294,347 
396,215 
1,103,785 


1,039,992 
1,360,056 
2,389,944 


2,781,747 
3,483,835 
4,016,165 


250,000 
852,060 
17,061 


500,000 
1,603,785 
32,096 


1,250,000 
3,639,944 
72,819 


2,500,000 
6,516,165 
130,343 


834,999 
165,001 
192,307 

58,506 


1,571,689 
428,311 
465,841 
141,457 


3,567,125 
1,432,875 
1,435,105 

519,051 


6,385,822 
3,614,178 
3,184,884 
1,297,780 


agement for the protection of their prop- 
erty, even during their own lifetime. 

“Central Hanover has acted as execu- 
tor or trustee of many of America’s im- 
portant estates. Experience in the ad- 
ministration of thousands of estates of 
all sizes has given our officers a famil- 
iarity with all types of estate and trust 
problems. Central Hanover trust serv- 
ice has become a tradition in many 
families. 

“We recognize that your chief con- 
cern is the continued preservation of 
your property for the benefit of your 
wife and children, or other heirs. Our 
task will be the conservation of your 
property and the exact fulfillment of 
your wishes.” , 

One page lists the trustees of the bank 
and another gives the location of the 
main office and sixteen branches. 
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The next advertisement of Gus series will appear Friday 


The above title is being used in each 
newspaper advertisement of a series now 
being published by the Mercantile Trust 
Company of Baltimore, in connection 
with their fiftieth anniversary, the only 
change being in the date. These reviews 
of “Years That Have Passed” since the 
Mercantile was chartered in 1884 appear 
each Tuesday and Friday. 

Each advertisement presents a sum- 
mary or digest of six or seven outstand- 
ing events of a particular year. For 


example: 
1891 


Baltimore’s first cable car made the run 
from Druid Hill Park to Patterson Park in 
thirty-eight minutes ... North Avenue Elec- 
tric Railway in operation . . . first Bes- 
semer steel produced in Maryland at Spar- 
rows Point . . . twenty vessels launched 
from Baltimore shipyards. 

Local sugar refinery began operations... 
Maryland Club moved from Cathedral and 
Franklin Sts. to present home .. . presenta- 
tion of $5,000 silver service to Sen. Gorman 
by admiring friends . . . St. Mary’s Semi- 
nary celebrated centennial ...on a wager, 
Frank Key Howard walked to Philadelphia 
in 27 hours, 50 minutes ... Stewart’s Palace 
Stables, advertised “carriages for rent, all 
drivers in livery.” 

Chauncey Depew lectured at Academy un- 
der auspices of Journalists Club... Tschai- 
kowsky appeared with Boston Festival Or- 
chestra at Lyceum . .. Gilmore’s Band, Julia 
Marlowe and Creston Clarke in Shakespear- 
ian roles; Denman Thompson in “The Old 
Homestead.” 

First railroad train to summit of Pikes 
Peak ... National Woman’s Suffrage con- 
vention in Washington . .. Sioux Indians on 


warpath. 
1892 


Homestead Strike, of steel workers, near 
Pittsburgh; 8,000 troops called out... 
McKinley became Governor of Ohio .. . 
cornerstone laid for Grant’s Tomb, New 
York ... Lieut. Peary returned from Green- 
land. 

Deaths of Cyrus W. Field, father of the 
Atlantic cable, Lord Alfred Tennyson, John 
Greenleaf Whittier. 





1899 


Admiral George Dewey reached New York 
from Manila and was given great ovation 
. honored by Government and people; 
latter through popular subscription pre- 
sented him house in Washington ... evacu- 
ation of Cuba by Spaniards .. . insurrection 
in Philippines against American occupation 
of the Islands; Aguinaldo heading the re- 
bellion . . . Elihu Root appointed Secretary 
of War. 

Baltimore barkentine “Priscilla” wrecked 
off Hatteras ... popular books: “The Mes- 
sage to Garcia” by Elbert Hubbard; “Via 
Crucis” by Marion Crawford . . . Chauncey 
Olcott sang “My Wild Irish Rose.” 

Deaths of Vice-President Garrett A. Ho- 
bart; Faure, sixth President of France; 
Rosa Bonheur; Augustin Daly; Robert G. 
Ingersoll; Dwight L. Moody; Cornelius 
Vanderbilt . . . in Baltimore Ottmar Mer- 
genthaler, inventor of the linotype; David 
L. Bartlett; Dr. J. Pembroke Thom. 


1901 


McKinley assassinated at Pan-American 
Exposition, Buffalo, by anarchist Czolgosz 
. .- Theodore Roosevelt sworn in as Presi- 
dent ... U.S. agrees to purchase Danish 
West Indies . . . Queen Wilhelmina of Hol- 
land married . . . Santos-Dumont, young 
Brazilian living in Paris, won prize of 
$20,000 for “first steerable balloon.” 

Carrie Nation, armed with hatchet, de- 
stroyed costly bar fixtures in Kansas saloons 
where liquor was dispensed in violation of 
State’s prohibition law . . . Panama Canal 
treaty ratified by U. S. Senate ... Sir 
Thomas Lipton, with yacht Shamrock II, 
again defeated in effort to lift Cup. 

Judge Wm. H. Taft appointed Governor of 
Philippines . . . great Texas oil boom sig- 
nalized by “coming in” of giant well at Beau- 
mont ... Major Wm. C. Gorgas instituted 
campaign against Yellow Fever in Cuba... 
Marconi established wireless communication 
across ocean. 

U. S. Steel Corporation formed . . . North- 
ern Pacific panic; fight for control between 
Harriman and Morgan interests; stock rose 
from $110 to $1,000 per share in one day 
...- Mrs. Ann Taylor goes over Niagara Falls 
in a barrel and escapes unhurt. 


1906 


Baltimore city directory listed 25 auto 
concerns, including dealers and garages, as 
against 93 “livery and sales” stables ... 
Franklin Square Hospital opened .. . statue 
of Severn Teackle Wallis unveiled in Wash- 
ington Place. 
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Geraldine Farrar’s American debut at 
Metropolitan Opera House Maxim 
Gorky, Russian author, on lecture tour... 
Henry Miller and Margaret Anglin in “The 
Great Divide’; Maude Adams in “Peter 
Pan”; Blanche Bates in “The Girl of the 
Golden West.” 

Deaths of Russell Sage, Marshall Field, 
Stanford White, Gen. “Joe” Wheeler... 
locally, Chas. D. Fisher, Sen. A. P. Gor- 
man, T. E. Hambleton, Jesse Tyson, Gen. L. 
Victor Baughman. 

The following are three typical ex- 
amples of the last item which appears in 
each advertisement: 

This Company with a half century of ex- 
perience in managing estates invites ap- 
pointment under your Will as Executor and 
Trustee. 

The Mercantile’s conservative manage- 
ment, large capital and long experience are 
reasons why so many Baltimoreans have ap- 
pointed this Company as Executor and Trus- 
tee under their Wills. 

This Company has administered as Execu- 
tor and Trustee under many hundreds of 
Wills, extending in some instances to sev- 
eral generations of a single family ... 
The Mercantile invites appointment under 
your Will. 


Detroit Advertisements Feature 
Names of Trust Men 


The National Bank of Detroit in their 
newspaper advertising, feature names of 
the members of their official family who 
are in charge of trust department activi- 
ties. 

The entire copy of one recent adver- 
tisement follows: 

The National Bank of Detroit 
Invites You to Visit the New Per- 
manent Quarters of the TRUST 
DEPARTMENT on the Ground 
Floor of the National Bank Build- 
ing. 

HENRY S. HULBERT, 

Vice-President and Trust Officer 

Cc. H. HABERKORN, JR., 
Manager 


GEORGE E. PARKER, JR., 
Supervisor of Personal Trust Division 
GEORGE D. CLARK, 
Supervisor of Stock Transfer Division 
LESTER E. ZUBRIGG, 
Supervisor of Corporate Trust Division 
EDWIN G. TERRELL, 
Supervisor of. Safekeeping Division 


TRUST INVESTMENT COMMITTEE 
HENRY S. HULBERT, Chairman 
Fred J. Fisher Walter S. McLucas 

John B. Ford, Jr. _ James Inglis 

Another advertisement is_ entitled 
“Trust Service.” The message reads: 

The Trust Department of The Na- 
tional Bank of Detroit provides the 
same high degree of service in fiduciary 
matters that the customers of the bank 
are generous enough to say the bank 
has successfully provided in bankin 
matters. soe 

You are cordially invited to consult 
the officers of the Trust Department, 
who will explain fully the services they 
offer—services designed to meet your 
individual trust requirements. 

This is followed by the names and 
titles of the trust officials and members 
of the trust investment committee. Also 
a list of the fiduciary capacities in which 
the bank is prepared to serve. 


Suggestion for Bank Advertisers 
Offered by Editor 


Thoughtful and sympathetic criticism 
of bank advertising was contained in an 
editorial appearing recently in the Day- 
ton, Ohio, Journal. 

“In most cities the larger banks have long 
used newspaper space. * * * In many cities 
definite efforts have been made to give the 
public a better understanding of the funda- 
mental principles of banking. These efforts 
can hardly be said to have failed. Yet it is 
undeniably true that in most instances they 
would have resulted in a larger degree of 
success if more imagination and a greater 
effort to make of the advertisements a course 
in banking had been brought to the writing 
of the copy. Where these elements were lack- 
ing, the fault was not that of the advertis- 
ing men who prepared the ads, but of bank- 
ers who were so engrossed in their own work 
that they seemed to feel their advertising 
deserved nothing more than a lick and a 
promise. 

“There are large opportunities for the 
development and growth of banks through 
the use of newspaper advertising. Bank ad- 
vertising need not be elaborate. Yet into its 
preparation will go an understanding of the 
public’s desire for more information on the 
subject of banking. The best of bank adver- 
tising in months to come will be educational 
in character, and will constitute in fact a 
beginners’ course in banking.” 
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CORPORATE FIDUCIARY ASSOCIATIONS 


Active Year in Prospect—Many Associations Considering Plans for Enlarg- 
ing Their Usefulness to Members and Indirectly to Public 


EPORTS coming to TRusT Com- 
R panies Magazine indicate that 

Corporate Fiduciary Associa- 
tions in many parts of the country are 
planning more extensive and far reach- 
ing activities for the next twelve months 
than ever before. Many steps are now 
under consideration which are designed 
to enlarge the value of associations, not 
only to their members but in some in- 
stances to the public generally. 

It would appear that if some of the 
tentative plans are carried to fruition 
the coming twelve months will probably 
go far toward bringing about a closer 
relationship between corporate fiduciaries 
and the bench and bar for the general 
benefit of all estate owners and their 
beneficiaries. 

Steps are being taken designed to pro- 
vide greater opportunities for study of 
fiduciary functions by those who, while 
not actively engaged in trust depart- 
ment work, are vitally interested in the 
conservation of estates, and for law 
students who are about to enter the 
practice of their profession. 

Serious consideration is being given 
also to the matter of providing a series 
of talks or lectures to be given before 
various clubs and associations. This 
thought seems to be taking a definite 
hold in the minds of many trust officials, 
that informative talks on trust subjects 
which avoid any flavor of “propaganda” 
are welcomed by the officials and mem- 
bers of many clubs, when carefully 
planned and arranged for well in ad- 
vance, so that they may be fitted prop- 
erly into general programs. 

During June one trust man wrote: 


“I am endeavoring to map out a construc- 
tive program for the coming corporate fidu- 
ciary association year. It occurs to me that 
you may know of some helpful ideas which 
have been used or are planned by others, 
and which have not yet appeared in your 
Corporate Fiduciary Associations section. 
Any suggestions which you may be able to 
send along will be appreciated.” 


Our memorandum files disclosed sev- 
eral ideas which seemed worthy of con- 
sideration, so we sent what appeared to 
be the high lights of the suggestions. 
Shortly thereafter we were informed 
that the suggestions promised to be of 
real assistance. The suggestions follow: 


Uniform Method of Probate Court 
Accounting 


If all local trust departments do not 
follow a uniform method of rendering 
reports to your probate court, a com- 
mittee might be appointed to investigate 
the subject thoroughly in order to ascer- 
tain whether a uniform method would 
be practical and helpful. In the event of 
a favorable recommendation by the com- 
mittee, one meeting might be devoted to 
a discussion of the matter, and it would 
seem desirable to invite representatives 
of the court and attorneys active in pro- 
bate work. 


Trust Officials Experience Meeting 


A session might be devoted to brief 
talks by trust men on various interest- 
ing phases of unusual experiences en- 
countered in connection with their ad- 
ministrative duties. 

The president of one corporate fidu- 
ciary association, who wrote about such 
a meeting which they had held, said, 
“some of the talks were of a serious 
nature; others were humorous. We had 
the largest attendance of the year. In 
fact, it was a huge success.” 


Adequate Insurance Protection 


The meeting devoted to this discussion 
was first addressed by a very capable 
insurance man who had given special 
study and attention to what is adequate 
insurance protection for property held 
by a corporate fiduciary in a fiduciary 
capacity and what is adequate protec- 
tion for the fiduciary. 

The presentation of the subject touched 
upon fire, wind storm, earthquake, hail, 
flood, plate glass, marine, automobile, 
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boiler, flywheel, registered mail, express, 
real estate title, rent, and general lia- 
bility insurance. 


Trust Publicity Material 


_ To the foregoing ideas taken from our 
reference files we added a thought of 
our own. We explained that we were 
gathering material needed as basis for 
a proposed newspaper syndicate service 
on fiduciary subjects, it being our hope 
that these “stories” may appear weekly 
in all parts of the United States. 

We pointed out that “while fictitious 
names can be used when necessary, the 
publishers must be in a position to guar- 
antee the strict authenticity of every 
statement. You are not asked to write 
the articles or ‘stories.’ Merely give in 
memorandum form all pertinent facts of 
‘what happened, and how it could have 
been avoided,’ with sufficient detail to 
permit writing a vivid ‘human interest’ 
account.” 

A few salient features that would 
make incidents available for effective 
treatment were outlined as follows: 


1. Testator or donor, seeking to ac- 
complish some cherished objective, and 
acting without competent advice, made 
provisions which eventually bring about 
results directly contrary to those in- 
tended. (Humorous or tragic.) 

2. Same as No. 1, except that maker 
of instrument obtained but refused to 
adopt competent advice. 

3. A worthy beneficiary—preferably 
child, widow, invalid or aged—suffers 
misfortune through avoidable acts or 
omissions of one who sought to be a 
benefactor. 

4. A trustee, hampered by restrictions 
in an instrument, attempts unsuccess- 
fully to find some means of protecting 
beneficiaries from losses which other- 
wise could have been avoided. 

5. A trustee faces the dilemma of in- 
curring the ill-will of a client or of risk- 
ing heavy penalties due to ambiguity of 
provisions of an instrument. 

6. Instances of actual suffering 
through failure to take advantage of a 
custodian or agency account. 

7. A trustee refuses proposed appoint- 
ment as executor and trustee under a 





will the provisions of which would in- 
volve needless injury to innocent per- 
sons. 

8. A worthy citizen of moderate means 
suffers loss through misrepresentation by 
some unscrupulous person as to degreé 
of responsibility of a trustee under a 
bond indenture. 

9. Suffering similar to No. 8 due to 
false conception of function of escrow 
holder. 

10. Testator’s wishes defeated by dis- 
appearance of will deposited in “joint” 
safe deposit box instead of being filed 
with trust department named as execu- 
tor and trustee. 

Many other incidents will doubtless 
occur to you. The desire is to obtain 
anything that would be helpful to trust 
institutions directly or indirectly. What 
we cannot use in one way, perhaps can 
be used in another. 

We feel that the cooperation of cor- 
porate fiduciary association in assem- 
bling such material would be mutually 
advantageous, and it would provide for 
the local association admirable subject 
matter for discussion at an occasional 
meeting. Invitations extended to attor- 
neys, life underwriters, officials of bank- 
ing departments and others would prob- 
ably increase the effectiveness of such 
meetings. 


Active Program in Kansas City 
Summarized by R. B. Hewitt 


R. B. Hewitt, vice-president and trust 
officer, Union National Bank, Kansas 
City, Mo., and president of the Cor- 
porate Fiduciaries Association of Kan- 
sas City, advises that their association 
has a membership composed of all of the 
banks in Kansas City, Missouri, and 
Kansas City, Kansas, which have any 
sizable amount of trust business. The 
principal functions of the association 
contemplated for the current year, are 
summarized by Mr. Hewitt as follows: 

“FIRST—A uniform schedule of fees 
and charges to be made by corporate 
fiduciaries acting within a given trade 
area is important. The membership of 
the Kansas City association has for 
years operated under an agreed fee 
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schedule. From time to time as it has 
appeared desirable, this schedule has 
been revised and it will, no doubt, be 
revised from time to time in the future. 
This uniform fee arrangement has 
proven eminently’ satisfactory, and in 
this respect alone the association serves 
a very useful purpose. 

“SECOND—tThe association has, as 
one of its primary motives, the main- 
tenance of a friendly relationship be- 
tween its members and the local bar. A 
committee is appointed for the purpose 
of encouraging the friendly interest and 
cooperation of the lawyers of Kansas 
City. The association has approved the 
policy of using the customer’s lawyer in 
connection with any legal work involved 
in the administration of an estate or 
trust. 

“THIRD—It is the writer’s opinion 
that the association should take an active 
interest in any proposed legislation 
affecting corporate fiduciaries or their 
activities. It should seek to encourage 
legislation which makes for simplicity 


44 YEARS 


IN FIDUCIARY 
SERVICE 


In estate management and other 
types of fiduciary service al- 
most four and a half decades of 
broad experience qualify The 
Northern Trust Company, 
Chicago. It invites your corre- 
spondence upon the basis of its 
record through the years. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND 
MONROE STREETS, CHICAGO 





and safety in the administration of trust 
funds. It should seek to discourage legis- 
lation which would unduly hamper and 
restrict a corporate fiduciary in the 
proper administration of trusts and 
estates. . 

“FOURTH—tThe association has in 
the past, and will in the future, have a 
committee appointed especially to report 
on all current cases and law magazine 
articles of interest. These reports are 
submitted periodically to members and 
are received with much interest. 

“FIFTH—Each month the association 
has a dinner and a program. Each mem- 
ber has present the key men and women 
in its trust department. The members 
are also privileged to invite any officers 
in the commercial department of the 
bank, or any members of the bar or 
bench. As a general rule, the principal 
speaker is a member of the local bar, 
speaking on some subject of current 
interest in the trust department field. 
In this manner the association has 
presented to it very exhaustive and 
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comprehensive papers on important trust 
department legal problems. Not infre- 
quently the association is addressed on 
other subjects, such as_ investments, 
proper auditing systems, and income, 
Federal estate and inheritance tax mat- 
ters. Occasionally these monthly dinners 
are turned into round-table discussions, 
participated in by the personnel of the 
different members and invited attorneys. 
These round-table discussions are ex- 
traordinarily interesting, and bring to 
the attention of the members many prob- 
lems which can be avoided by the exer- 
cise of proper care. 

“It has in the past, and will in the 
future, be the purpose of this associa- 
tion to encourage a frank exchange of 
views and to foster ethical and uniform 
practices which will serve to protect the 
interests of the public, and stimulate its 
interest in trust department services.” 





Lloyd Lists Questions Considered 
by Chicago Association 


Lynn Lloyd, assistant vice-president, 
Harris Trust and Savings Bank, Chi- 
cago, and secretary-treasurer of the 
Corporate Fiduciaries Association of 
Chicago, has provided a brief summary 
of activities of their association since 
the beginning of the term of office 
of President John C. Mechem; vice- 
president of The First National Bank 
of Chicago. 

Since March, 1933, Mr. Lloyd writes, 
the principal matters which have been 
considered or acted upon by this asso- 
ciation have been: 


(1) Personal Property Taxes. 

(2) State legislation affecting trust 
companies. 

Investigation of real estate values 
in blighted areas. 

Uniform minimum fees for fidu- 
ciary services. 

Whether payment of obligations, 
the terms of which call for pay- 
ment in gold, should be accepted 
in any other form. 

Home Owners Loan Association 
Bonds. 

Advisability of suggesting a State 
estate tax. 

Proposed Banking code as related 
to trust services and trust fees. 
Proposed New York law requiring 
foreign corporations to keep a list 
of stockholders in New York. 
Question of preparing income tax 
returns for agency customers and 
beneficiaries of trusts. 

Question of corporate trustee’s 
liability in connection with pay- 
ments required to be made in gold 
by provisions of trust instruments. 
Whether split notes in non-discre- 
tionary trust accounts are legal in- 
vestments for trust funds. 

Value of blocks of stock held in 
estates for Federal estate tax pur- 
poses. 
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Shelor Tells of Problems Solved 
by Atlanta Committee 


James C. Shelor, assistant trust officer, 
Trust Company of Georgia, Atlanta, and 
chairman of the Trust Committee of the 
Atlanta Clearing House Association, pro- 
vides the following data regarding the 
recent activities of the Trust Committee 
and outlines its plans for the immediate 
future. Mr. Shelor writes: 

“During 1933 two problems that were 
of an unusual character arose. The first 
of these dealt with a proposal of the 
Atlanta Real Estate Board to change 
certain charges for handling rents and 
obtaining leases, which, if adopted, would 
have handicapped our efforts to secure 
new business. This matter was adjusted 
satisfactorily to all concerned after a 





Trust Services Planned to Suit Individual Needs 
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series of conferences. The second matter 
was the adoption, with the timely assist- 
ance of the other trust officers through- 
out Georgia, of a ‘minimum’ fee schedule, 
in compliance with the Bankers’ Code. 
This elimination of ‘bargain hunters’ 
will enable all of us to render a better 
fiduciary service. 

“We have found it rather difficult to 
adopt and adhere to a definite program 
for the current year, but the following 
will outline what we have done and hope 
to do: 


Will Contests are to be sponsored in 
the four three-year law schools in the 
State. 

A study of the present Probate laws is 
being made in conjunction with the Trust 
Division of the Georgia Bankers’ Associa- 
tion so that such recommendations as are 
deemed advisable may be made to the 
General Assembly which convenes in Jan- 
uary, 1935. 

Financial assistance has been given for 
the employment of attorneys to test the 
validity of certain rulings of the Georgia 
Income Tax Commissioner that adversely 
affected fiduriaries. The matters in ques- 
tion arose out of Atlanta, but we were 
glad to assist because of the principles 
involved. 

Investment, accounting, legal and man- 
agement problems are discussed at our 
meetings and views exchanged. This is 
done on the theory that we are all in- 
terested in rendering the highest type of 
service to the public, and that we all 
benefit when possible sources of conflict 





are eliminated or, better still, avoided. 
Co-operative measures such as joint- 
advertising and a school for life under- 
_ writers were recently considered. These 
ideas were not favored at present as each 
institution was conducting an advertis- 
ing campaign and also endeavoring to 
cooperate actively with the life under- 
writers. 


“The various regional trust confer- 
ences have been the source of much in- 
spiration to those of us engaged in 
fiduciary work in that we have had an 
opportunity to learn how those in other 
States are doing a similar job. I feel that 
worthwhile results can also be obtained 
in every State and every community if 
we will only raise our eyes from the 
mass of work on our desks and devote 
a few days each year to keeping alive 
and active our local and State associa- 
tions so that their influence may be felt 
in the public interest.” 





Real Estate Ass’n Officers 


The National Association of Real Estate 
Boards has elected the following officers for 
the year 1935: President, Walter S. Schmidt, 
Cincinnati; first vice-president, J. Clyde 
Nichols, Kansas City, Mo.; second vice- 
president, Alfred H. Wagg, Palm Beach, 
Fla.; third vice-president, J. W. Wheeler, 
Seattle; fourth vice-president, Leon E. 
Todd, Camden, N. J.; fifth vice-president, 
Maurice F. Reidy, Worcester, Mass; treas- 
urer, Mark Levy, Chicago. 





‘Lttatetee | 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, June 30, 1934 


RESOURCES 
CasH AND DveE From Banks 
U. S. GoveRNMENT SECURITIES . 


Notes or RECONSTRUCTION FINANCE CORPORATION . 


STaTE AND MuniciPaL SECURITIES 
MATURING WITHIN TWO YEARS 


OrHER StaTeE AND Municipat SEcuRITIES. 
OTHER SECURITIES MATURING WITHIN TWO YEARS 
FeperaAL Reserve Bank Stock 

OrHerR Bonps AND SECURITIES 


Loans, Discounts AND BANKERS’ ACCEPTANCES . 


Rea Estate rem a) eter 
Customers’ ACCEPTANCE LIABILITY. 
OrHer ASSETS 


LIABILITIES 
CapITAL—PREFERRED . 
Capirat—Common . 
SurPLus . , 
Unpivipep Prorits 
Reserve FOR CONTINGENCIES 
Reserve For TAXxes, INTEREST, ETC. 
Deposits. ae ee 
CerTIFIED AND CAsHIER’s CHECKS . 
AcCCEPTANCES OUTSTANDING 


IremMs IN TRANSIT WITH BRANCHES 


LiaBILiry AS EnporseER ON ACCEPTANCES AND FOREIGN 


BILLs : 
Oruer LIABILITIES 


. $ 412,910,989.13 


417,366,338.51 
46,222,000.00 


51,289,144.81 
33,920,788.78 
42,905,777.98 
8,160,000.00 
90,776,109.66 
621,566,066.51 
42,305,257.16 
29,802,516.83 
13,473,966.19 


$1,810,698,955.56 


. $  50,000,000.00 


100,270,000.00 
50,000,000.00 
16,520,815.19 
17,131,683.13 
1,112,383.55 
1,512,485,566.27 
20,960,585.88 
33,675,223.51 
1,192,703.16 


1,314,127.76 
6,035,867.11 


$1,810,698,955.56 


This statement does not include the statement of The Chase Bank with 


branches in Paris and the Far East or of any organization other than 
The Chase National Bank of the City of New York. 
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Washington State Developing Fee 
Schedules in Line With Economic 
Facts—Practically No Complaint 
of Fee Cutting by Competitors— 
Malott Reviews Trust Earnings of 
National Banks—Points Out Need 
for Increasing Trust Fees Gen- 
erally. 


Conner Malott, vice-president, Spokane 
and Eastern Trust Company, Spokane, 
Wash., and president of the Corporate 
Fiduciaries of Washington, explains why 
their association has been busy the past 
year developing fee schedules that have 
some relation to the economic facts. Mr. 
Malott’s statement follows: 

“Trust department earnings are a dark 
mystery. I used to think that trust men 
modestly kept quiet rather than brag 
over their profits. Now I know why they 
say so little about earnings. Few have 
much to boast of. Most of them privately 
fear that there is something wrong 
about their own operations, and they 
suspect that competitors must make bet- 
ter showings. It is not so. Ninety per 
cent of the trust departments through- 
out the country fail to yield returns 
commensurate with the work and the 
responsibility that are involved, and few 
set up any reserve to take care of losses 
and claims which bob up now so often. 

“There were 1,478 trust departments 
connected with national banks in 1933, 
and the annual report of the Comptroller 
of Currency gives a world of informa- 
tion about them. It is not assembled in 
particularly convenient form, but with 
a little work any trust man can analyse 
it. If he has been discouraged over his 
own results, he will find that relatively 
he has done much better than he be- 
lieved. The accompanying table is based 
on the comptroller’s report. Apparently 
1,280 departments reported their gross 
earnings, which totalled $21,461,000, or 
an average of $16,760 for each depart- 
ment. It is evident that the departments 
not reporting earnings were in the 
smaller communities, so their omission 
would not modify results. 


Average Earnings Analyzed 


“Trust departments in thirty-eight 
national banks in cities of one million or 


more earned 60% of all the gross reve- 
nues. This means that 97142% of all trust 
departments in cities fewer than one 
million had an average gross earning of 
about $7,000 each. 

“Consolidating the figures of trust de- 
partments in all cities of half a million 
or more, they show that 4% of all the 
departments earned 67% of the gross 
revenues and the remainder averaged 
about $5,400 each. Let that soak in. 

“Trust departments in cities of fewer 
than 25,000 people reported relatively 
higher earnings for each $1,000 of trust 
assets. The figures are not important 
either absolutely or by way of inference, 
for these small departments had prac- 
tically no trust assets, and their earnings 
evidently came from occasional probates 
and special services. 

“In the case of trust departments in 
cities of over half a million people, a 
higher ratio of earnings to trust assets 
is accounted for by activities of cor- 
porate trust divisions which provide 
enormous incomes. The great mass of 
trust departments do not have, and never 
expect to have, any heavy corporate busi- 
ness. They get their earnings out of 
court trusts, private trusts, probates and 
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safekeeping services. 

“Typical earnings of trust depart- 
ments in cities of 50,000 to 100,000 peo- 
ple were $3.40 per $1,000 of trust assets. 
In cities of 100,000 to 250,000, this 
figure was reduced to $3.06. In cities of 
from 250,000 to 500,000, it sank to the 
abysmal depth of $2.75. These figures 
reflect trust business subject to mini- 
mum influence of either probate services 
or of corporate fees. In all trust depart- 
ments in cities under half a million, the 
average return was $3.40 per $1,000 of 
gross assets. 


Confirmatory Data 


“The figures, of course, show gross 
earnings. The comptroller makes no 
attempt to report on net profits. Through 
the courtesy of friends operating trust 
departments in seven cities of from 
100,000 to 250,000 people, I got some 
curiously confirmatory data. Trust assets 
in the various banks range from $2,000,- 
000 to $20,000,000 and average $11,641,- 
000. The gross earnings for 1933 aver- 


age $35,200. It is evident that these 
particular trust departments were out- 
standing, because in size and earnings 
they exceeded the typical average for 
cities of 250,000 to 500,000 population. 
The gross earnings of the seven trust 
departments averaged $3.02 per $1,000 
of trust assets, as against $3.06 for the 
figures shown in the accompanying chart 
as trust department earnings for cities 
of that size. Their operating costs were 
$1.83, the operating net was $1.19. This 
net averaged $13,900 for each bank. 


“As a matter of fact, this net was ab- 
normally high, for one of the banks had 
a freak collection of $50,000 on an old 
probate fee and this distorted the whole 
picture. If it were omitted, the operating. 
net would have averaged only $8,000 for 
each bank, or 69 cents per $1,000. A 
study of the figures shows that the final 
net profit of all seven departments was 
offset by probate fees. 


Difficult Competitive Situation 


“One of the largest and most skilfully 
operated Seattle banks, in its annual 
report for 1933, gave a summary of its 
trust department business. Trust assets 
were $30,649,133, gross earnings $74,736, 
and operating net earnings $21,139. The 
gross returns were $2.44 per $1,000; 
expenses were $1.75; the operating net 
was 69 cents. The gross of $2.44 com- 
pares with the typical figure of $2.75 in 
the comptroller’s report for departments 
in cities of similar size. It is conceded 
that the Seattle institution has an ably 
run department and its volume is doubt- 
less the largest in the State. The inade- 
quate return is a reflex of an exceedingly 
difficult competitive situation that has 
grown up because trust men themselves 
have not been familiar with their own 
costs. 


“The 1933 report of the Washington 
supervisor of banking shows that State 
and National banks had trust assets of 
$131,409,160. This does not include bond 
issues. The earnings of State trust de- 
partments reached $145,194. The comp- 
troller’s report shows that trust depart- 
ments of national banks in Washington 
earned $233,000. The total is $378,000 or 
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$2.88 per $1,000 of trust assets. Of the 
State-chartered trust companies, only 
four showed gross earnings of as much 
as $5,000 each. These departments re- 
spectively earned $50,083, $38,461, $28,- 
754 and $9,450. The other departments 
trailed away into merely nominal figures. 

“Two years ago the committee on costs 
and charges for the trust division for 
the American Bankers’ Association 
brought in a magnificent report on its 
investigation of trust department earn- 
ings. The committee originally endeav- 
ored to analyze various types and sizes 
of trust departments, but material was 
not available and the analysis centered 
on nine great trust companies scattered 
over the United States. Their gross earn- 
ings averaged $425,000 each. Of course 
that is an astronomical figure in com- 
parison with the business of the average 
trust department. These figures gener- 
ally showed very substantial profits. 
However, the profits reflected corporate 
trust business which is centered in the 
big institutions, and also reflected large 
sums set up as interest-profit on deposits. 
There was also a credit for capital earn- 
ings. Under present conditions deposits 
have a negligible value in producing 
profits, and after all, capital earnings 
have nothing to do with the operating 
earnings of the department. 


Fee Schedules Inadequate 


“The trust man who is running a de- 
partment in a middle-sized city should 
not be discouraged by comparing his 
results with those shown in the report 
of Mr. Theis’s committee. The problems 
that nine trust men out of ten face are 
essentially different. Our biggest trouble 
is due to the inadequacy of our fee 
schedules. 

“In the first place, the unit in the size 
of trust assets varies markedly in pro- 
portion to the size of the city in which 
the trust department is located. The 
comptroller’s report shows that. In places 
with a population of from 5,000 to 
10,000, the average trust is $8,733. In 
places of from 10,000 to 25,000, it is 
$15,195. In places of from 25,000 to 
50,000 it is $24,977. In places of from 
50,000 to 100,000, it is $35,697. In places 
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of from 100,000 to 250,000 it is $53,084. 
In places of from 250,000 to 500,000, it 
is $91,473. In places of from 500,000 to 
1,000,000, it is $74,283, and in places of 
over a million, it is $133,205. Manifestly 
the cost of operating a trust in the 


smaller places is substantially higher 
than in metropolitan centers. This is 
aggravated by the fact that in the 
smaller communities, typical trusts con- 
tain an increasingly larger proportion 
of troublesome real estate. 

“It is quite evident that a scale of 
trust fees which may be remunerative 
in New York or Chicago represents an 
operating loss in smaller cities. Further- 
more, in the smaller communities bene- 
ficiaries take a vastly greater amount of 
time and personal contact with trust 
officers. It is simple folly for a medium- 
sized trust department throughout the 
United States to model its fees for per- 
sonal trusts on the New York standard. 


Washington Schedule Outlined 


“With these facts in mind, the Cor- 
porate Fiduciaries Association of Wash- 











48 ‘TL eStaniedee 1 





ington has been busy for the past year 
in developing schedules that have some 
relation to the economic facts. Leader- 
ship has been taken by the Corporate 
Fiduciaries of Seattle and Tacoma, who 
have produced a complete schedule that 
gives promise of being adopted practi- 
cally unchanged over the State. The 
schedule for private trust differentiates 
sharply between real and personal prop- 
erty. As to personal property, the annual 
fee is 4%% on the first $250,000, 34% on 
the next $750,000, and 144% on values in 
excess of $1,000,000. In addition a ser- 
vice fee of 4%2% is added in the case of 
all mortgages, loans or contracts secured 
by real or personal property. 

“In tigewgase of real property, there is 
an annual fee of %4% on reasonable 
value, without deduction for encum- 
brances. This is essentially a title hold- 
ing charge, and the expense of manage- 
ment is added. In the case of improved 
property, the trustee also charges 5% of 
the gross income. For making sales, 
trustee’s fees range from 244% to 10%. 
Where a broker is employed to sell or 
manage property, his commission is a 
charge against the trust, and in addition 
the trustee receives 1% on sales, and a 
minimum of at least 3% of gross in- 
come for supervision of management of 
improved property. The schedules deal 
specifically with ‘reasonable value’ as a 
basis of determining fees. Productive 
bonds, charges or evidences of debt shall 
be valued at par. Productive stocks with 
a market value shall be valued at the 
market average of the current year. Non- 
productive bonds, charges or evidences 
of debt shall be valued at not less than 












40% of the market for the current year. 
Productive stocks with a market value 
shall be valued at the average market for 
the year. Productive stocks without a 
market value shall be valued at a price 
consistent with their book value, annual 
dividend payments and services rendered 
by the trustee, provided, however, that 
they shall be valued at not less than 
twelve times the annual dividend pay- 
ments. Non-productive stocks without a 
market value shall be valued at a price 
consistent with their book value and ser- 
vices rendered. Revocation fee is 4%% of 
the value withdrawn. Distribution fee is 
1% of the value distributed to named 
beneficiaries and 2% to unnamed bene- 
ficiaries. 

“In Washington fees of executors are 
not set up by statute, but are fixed by 
the court in each separate case. The 
practice of different courts varies con- 
siderably within the State. The schedule 
covers practically all types of trust ser- 
vices, it is generally respected, and there 
is practically no complaint of fee-cutting 
by competitors. In that respect, the sit- 
uation in Washington is probably as sat- 
isfactory as can be found. throughout 
the United States. 

“In view of the constantly increasing 
demands for additional service by cor- 
porate trustees, I am of the opinion that 
there is no answer to the problems of 
trust companies except to increase their 
fees generally. Washington trust com- 
panies have developed a schedule which 
they believe is fundamentally fair. At 
the same time they expect that with in- 
creased experience, it will be modified on 
the whole to provide larger income.” 


Gross Earnings 










Number of Cities with Average Trust Assets Gross Trust Earn- per $1,000 
Banks Population per Bank ings per Bank Trust Assets 
37 Fewer than 1,000 $ 56,809 $ 362 $6.35 
126 1,000 to 2,499 78,301 971 12.44 
203 2,500 to 4,999 178,038 1,060 5.95 
249 5,000 to 9,999 250,110 1,484 5.93 
336 10,000 to 24,999 530,788 2,743 5.16 
184 25,000 to 49,999 1,204,578 4,383 3.64 
117 50,000 to 99,999 3,029,386 10,321 3.40 
103 100,000 to 249,999 6,583,423 20,157 3.06 
64 250,000 to 449,999 11,575,667 31,928 2.75 
21 500,000 to 999,999 31,686,857 119,896 3.78 
38 Over 1,000,000 88,486,512 339,987 3.84 





Average of 1,280 banks reporting earnings 4,270,404 





16,760 























Complete Banking and Trust Facilities 


WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST <> 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 



















Codification of Trust Statutes In 
Prospect for Kansas 


A. L. Wood, vice-president, First Na- 
tional bank in Wichita, and president of 
the Trust Division, Kansas Bankers 
Association, commenting upon the ac- 
tivities contemplated by this association 
during the coming year, said in part: 

“The matter which probably will re- 
ceive the most attention from this organ- 
ization during the coming year is that of 
preparing and sponsoring a proper code 
of statutes for the government of trust 
companies and trust power banks, which 
we believe should be and which we hope 
will be enacted by the Kansas legislature 
within the next few years.” 


New Officers and Committees of 
Corporate Fiduciary Ass’ns 


At annual meetings of Corporate Fidu- 
ciary Associations recently held the follow- 
ing officers have been elected for the ensuing 
year and committees have been elected or 
appointed. 

MISSOURI 


Corporate Fiduciaries Association of St. 
Louis 


At the annual meeting held June 15 at 
the Bellerive Country Club, St. Louis, the 
following officers were elected: President, 
L. C. Post, vice-president, St. Louis Union 
Trust Company; first vice-president, Milton 
Stahl, vice-president, Mississippi Valley 
Trust Company; second vice-president, 
George F. Torrey, assistant trust officer, 
Mercantile-Commerce Bank and Trust Com- 
pany; secretary, Claude A. Eaton, vice- 









president, United Bank and Trust Com- 
pany; treasurer, Theodore Wigge, trust 
officer, Security National Bank Savings & 
Trust Company. 

It is expected that a meeting of the execu- 
tive committee will be held early in the fall, 
at which time some definite plan for the. 
year’s work will be outlined. 











Ohio Election 






























B.S. WELLMAN 


Vice-President and Trust Officer of the Huntington 
National Bank, Columbus, who was elected President 
of the Ohio Bankers Association at the 44th Annual 
Convention held in Columbus recently. 
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Condensed Statement, June 30, 1934 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 
due from Banks and Bankers 

Bullion in Foreign Branches 

U. S. Government Securities 

Notes of Reconstrucion Finance Corporation 

Public Securities 

Stock of the Federal Reserve Bank 

Other Securities 

Loans and Bills Purchased 

Real Estate Bonds and Mortgages 

Items in Transit with Foreign Branches... . 

Credits Granted on Acceptances 

Bank Buildings 

Other Real Estate 

Accrued Interest and Accounts Receivable. . 


LIABILITIES 


$ 90,000,000.00 
170,000,000.00 


Surplus Fund 


Undivided Profits 7,466,151.53 


Capital Note (Payable on or before July 31, 


1934 
Accrued Interest, 
Payable, Reserve for Taxes, etc 
Acceptances 
Less: Own Acceptances 


Held for Investment... . 51,920,346.76 


Liability as Endorser on Acceptances and 


Foreign Bills 
Deposits 


Outstanding Checks 20,286,935.31 


Miscellaneous Accounts 


$ 82,446,994.67 


$1,183,188,475.86 


$ 240,360,145.29 


8,164,481.00 
456,980,759.15 
20,000,000.00 
85,337,942.74 
8,400,000.00 
21,500,432.57 
635,002,053.98 
2,315,818.54 
1,862,844.25 
30,526,647.91 
13,945,482.92 
97,954.67 
14,726,879.57 


$1,539,221,442.59 


$ 267,466,151.53 


20,000,000.00 
17,624,076.98 


30,526,647.91 


129,155.00 


1,203,475,411.17 


$1,539,221,442.59 














INQUIRY ON “UNLAWFUL PRACTICE OF LAW” SHOWS 


MARKED IMPROVEMENT 


John G. Jackson Attributes Progress to “Intelligent and Fair Consideration” 


of Problem by Corporate Fiduciaries and the Bar 








Bar Association’s Committee on 

Unauthorized Practice of the Law 
indicate “marked improvement” so far 
as banks and trust companies are con- 
cerned, according to statements made 
by John G. Jackson, chairman of the 
committee, in an address delivered July 
14 at Watertown, N. Y. 

A questionnaire on the subject was 
sent to more than a thousand bar asso- 
ciations. (The text of the questionnaire 
and of the letter which accompanied it 
appeared in the March issue of TRUST 
Companies Magazine, pages 389-392.) 
The questions were designed to reveal 
objectionable practices not merely by 
banks and trust companies but also by 
collection agencies, trade associations, 
title and abstract companies, credit as- 
sociations, property owners associations 
and service associations, Justices of the 
Peace, notaries public, real estate agents, 
insurance agents, accountants, adjust- 
ers, and by disbarred and suspended at- 
torneys. 

A tabulation of replies received from 
35 States appeared in the July issue 
of the American Bar Association Jour- 
nal, pages 407-409. Commenting on an 
analysis of these tabulated figures, Mr. 
Jackson said in his Watertown address 
that the figures are “not quite as dis- 
couraging as they would seem.” 

“In the first place,” he continued, “at 
the time of compilation only 158 ques- 
tionnaires had been returned out of a 
total of over a thousand sent out. In the 
second place, they represent inevitably 
a certain amount of duplication. In the 
third place, it is reasonable to infer 
that where unauthorized practices are 
not troublesome to a sufficiently serious 
degree to have required the attention 
of the Bar, then the questionnaires will 
be returned only after a study of the 
problem has been made and conditions 
ascertained. Furthermore, the replies 
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received showed a very marked improve- 
ment in one respect namely, the unau- 
thorized practice by banks and trust 
companies, over what it was three years 
ago. Out of the 158 replies received, 92 
reported the situation better, 28 reported 
it to be the same, 16 reported it to be 
worse, 12 reported unauthorized prac- 
tices by banks and trust companies were 
never prevalent, and 10 gave no answer 
as to whether the situation was better 
or worse. 


Improvement of 67 Per Cent 


“Thus in this instance and on the 
basis of the affirmative answers, we can 
report an improvement in three years 
of over 67 per cent. This I think is due 
to the intelligent and fair consideration 
of the particular problem by both the 
fiduciaries and the Bar. 





JOHN G. JACKSON 













New Deal Laws 


of importance to 


Corporations 
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Securities Act of 1933 
as amended by Title II of the 
Securities Exchange Act of 1934 


Securities Exchange Act of 1934 


Corporate Reorganizations 
(Amendment to Bankruptcy Act) 


COMPLETE TEXT OF EACH ACT 


“With a few unfortunate exceptions, 
the fiduciaries have realized that cor- 
porations cannot practice law, and also 
the most successful trust officials rec- 
ognize that it is in the fiduciaries’ best 
interest both to have the good will of 
the Bar and to avoid any responsibility 
for the preparation of legal instruments. 

“They have realized also that the busi- 
ness administration of estates and 
trusts committed to their care is in and 
of itself a sufficient undertaking to ab- 
sorb all of their ability and all of their 
energy that their manifold duties in as- 
sembling and caring for assets, inven- 
torying and valuing the estate, paying 
debts and taxes, making proper account- 
ings, determining what securities should 
be retained, disposed of or acquired, pre- 
serving the value of real and personal 
property and interests of innumerable 
varieties, involve responsibilities and lia- 
bilities more than sufficient without add- 
ing thereto the further responsibility of 
preparing or construing the wills and 
trust agreements under which they act. 

“A fiduciary cannot be compensated 
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for the preparation of any such instru- 
ments without being chargeable clearly 
and directly with having practiced law. 
If it prepare them without consideration 
other than appointment as executor or 
trustee, it is not only, in my judgment, 
practicing law, but also is undertaking 
a responsibility for which it receives 
no direct compensation, in addition to 
the duties of administration. 

“In view of these circumstances, it is 
difficult to understand why corporate 
fiduciaries in a few of the larger cities 
of the country insist on what is in effect 
offering the services of a lawyer for 
sale on the basis of a divided loyalty. 
If a bank or trust Company on its own 
behalf required the services of counsel, 
it would most certainly insist that the 
lawyer retained give to the fiduciary’s 
interests in the matter placed in his 
hands his full, complete and undivided 
loyalty. It would not accept for that 
purpose a lawyer who was in the pay 
or under obligation to the other party 
to the transaction; yet it is precisely 
that which is offered to prospective tes- 
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tators and trustors by corporate fiduciar- 
ies which undertake to prepare wills and 
trust agreements for their customers. 

“Lest we be unfair in the considera- 
tion of this particular subject, let us 
remember that there is an obligation on 
the part of members of the Bar to recog- 
nize the right of banks and trust com- 
panies to act as executors, as trustees 
and in other fiduciary capacities, and 
that where a satisfactory and reasonable 
business relationship exists or is pro- 
posed between an individual and a cor- 
porate fiduciary, it should be recognized 
by the lawyer to be in his client’s inter- 
ests.” 


Cooperation of Trust Division 


Mr. Jackson expressed belief that “the 
solution of the problem of unauthorized 
practice lies with the Bar.” In discuss- 
ing various remedies, he continued as 
follows: 

“In the first place, the experience of 
many committees on the unauthorized 
practice of the law is that much can be 
accomplished by negotiation. 

“It frequently has happened that legit- 
imate organizations under pressure of 
competitive conditions have thought- 
lessly stepped into the field of the prac- 
tice of law without having given con- 
sideration to what they were really do- 
ing. In such cases honorable and decent 
business men can be persuaded to aban- 
don objectionable practices. This has 
been particularly evident in dealing with 
the banks and trust companies. 

“The Trust Division of the American 
Bankers Association has a Committee 
on Relations with the Bar which is and 
always has been more than ready to co- 
operate with Bar Associations in end- 
ing attempts on the part of banks and 
trust companies to furnish legal serv- 
ices. The attitude of that organization 
is expressed in its Statement of Prin- 
ciples of Trust Institutions, where, 
among other declarations, it announced 
with respect to the relationships of trust 
institutions with the Bar that: 


‘Attorneys-at-law constitute a profes- 
sional group that perform essential func- 
tions in relation to trust business, and 
have a community of interest with trust 
institutions in the common end of service 
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to the public. The maintenance of har- 
monious relations between trust institu- 
tions and members of the bar is in the 
best interests of both, and of the public 
as well. It is a fundamental principle of 
this relationship that trust institutions 
should not engage in the practice of law.’ 


“This same declaration was subse- 
quently carried into the Code for banks 
and trust companies.” 

Mr. Jackson included in his address 
a brief outline of the history of efforts 
to safeguard the legal profession against 
unwarranted encroachments. 

“It was not until 1898,” he said, “that 
lay encroachments had so increased that 
New York State made it a misdemeanor 
to appear as an attorney or practice law 
unless duly admitted. In 1909 a similar 
act was passed making it unlawful for 
corporations to practice law. I believe 
that the first bar association to create 
a committee on the unlawful practice of 
the law was the New York County Law- 
yers Association. That step was taken 
in 19138 and Julius Henry Cohen was 
appointed chairman. By right of accom- 
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plishment and acknowledged leadership 
he still holds that position, and when the 
New York State Bar Association in 1933 
created a similar committee, Mr. Cohen 
as a matter of logic was appointed chair- 
man. The committee of the County 
Lawyers Association made its first re- 
port in 1914, which reviewed the con- 
ditions its investigation had disclosed. 
It found that there existed at that time 
to a wide extent and in spite of the 
State penal laws, the unlawful practice 
of law by notaries, by persons pretend- 
ing to be lawyers, by corporations, by 
collection agencies and others. 

“Other associations in New York and 
in the country generally were slow in 
following this example and heeding the 
warning given in this report. It was not 
until 1925 that the Association of the 
Bar of the City of New York—the old- 
est bar association in the country— 
created a similar committee. 

“The American Bar Association took 
no action until 1930, when its Committee 
on Ethics reported that it was in receipt 
of more requests that it give considera- 


Fiduciary Service 
in New York State 


With nearly three-quarters of a cen- 
tury of continuous fiduciary experi- 
ence in New York State, we are glad 
to extend to banks and trust com- 
panies in other states full co-opera- 
tion in the handling of estate and 
trust problems of their clients re- 
quiring special attention in thisstate. 
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tion to problems involving unauthorized 
practice than it could care for along 
with its other work and, accordingly 
recommended that the Association auth- 
orize the appointment of a special Com- 
mittee on the Unauthorized Practice of 
the Law. Such a Committee was ap- 
pointed and conducted a nation-wide in- 
vestigation of unlawful practices. In its 
report to the Association in 1931 that 
Committee stated that its investigation 
had established ‘beyond question that 
unauthorized practices were general and 
were increasing throughout the country 
except in the rural districts.’ 

“In 1933 the Special Committee of the 
American Bar Association was made a 
standing committee by an appropriate 
amendment of the by-laws and realiza- 
tion of the importance of the subject 
had so grown that the unlawful practice 
of the law was one of the four subjects 
selected by the Association that year to 
constitute the national bar program to 
co-ordinate and thus render more effec- 
tive, the work of bar associations 
throughout the country.” 
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CONDENSED STATEMENT OF CONDITION 
At the close of business, June 30, 1934 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $61,754,019.99 

United States Government 
Securities : 

Reconstruction Finance 
Corporation Notes 

Other Bonds and Securities 

Loans and Bills Purchased. 


Real Estate, Equities, 
Bonds and Mortgages 
Customers’ Liability for 


Acceptances and Letters 
of Credit 


Accrued Interest and Other 
Resources . 

Liability of Cie: on in. 
ceptances, etc., Sold with 


80,081,991.85 


2,500,000.00 
34,420,936.45 
128,991 ,576.14 


6,140,922.91 


9,895,844.07 


2,186,044.85 


LIABILITIES 


. $12,500,000.00 
20,000,000.00 


Capital 
Surplus 
Undivided 
Frofits 
Capital Note. 
Reserves: 


1,714,545.02 $34,214,545.02 
2,500,000.00 


9,725,000.00 
2,263,955.39 


For Contingencies 
For Taxes, Interest, etc. 
Deposits 258,271,583.13 


Outstanding 
Checks . 7,895,707.04 266,167,290.17 


Dividend Payable oe 30, 
1934 


Acceptances and Letters of 
Credit 


Acceptances, etc., Sold with 


625,000.00 


10,475,545.68 


Our Endorsement ; 


22,602.82 


$325,993,939.08 


Our Endorsement. 


Member of the Federal Reserve System and of the New York Clearing House Association 


ccc SS 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe &% Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


Trustees 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


CHARLES HAYDEN 
Hayden, Stone & Company 


F. N. HOFFSTOT 
President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 
ROBERT A. LOVETT 
Brown Brothers Harriman & Co 
HOWARD W. MAXWELL 
New York 
GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Company 
HARRY T. PETERS 
New York 
DEAN SAGE 
Sage, Gray, Todd & Sims 
LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 





22,602.82 
“$325,993,939.08 


COURT DECISIONS 


Wills—Trust Agreements — Drafting 
of by Corporate Fiduciaries in Mis- 
souri Held Illegal—Where Legal 
Advice Has Been Given Appoint- 
ment of Corporation in a Fiduciary 
Capacity Constitutes Compensa- 
tion for Advice in Violation of 
Statutes. 


Missouri Supreme Court. Decided July 10, 1934. 


A friendly action to determine wheth- 
er the drawing of wills and trust agree- 
ments by corporate fiduciaries consti- 
tuted unlawful practice of law resulted 
in a decision by the Missouri Supreme 
Court, July 10, barring corporate fidu- 
ciaries in that State from such prac- 
tices. 

Chief Justice Frank Atwood, who 
wrote the opinion, said that “it appears 
from the record that this proceeding 
was ably, fairly, vigorously and in good 
faith conducted on both sides for the 
purpose of determining what respond- 
ents could lawfully and what they could 
not lawfully do. The prayer of relator’s 
information asks neither ouster nor fine 
herein. 

“Therefore, it is ordered and adjudged 
that respondents pay a fine of $1 and 
the costs herein, and that respondents 
henceforth cease and desist from the 
aforesaid illegal practices and conduct 
their business according to law on pen- 
alty of forfeiture of their corporate 
charter and franchises.” 

The St. Louis Union Trust Company, 
the Mercantile-Commerce Bank & Trust 
Company and the Mississippi Valley 
Trust Company were charged with ad- 
vertising for and soliciting through sal- 
aried employes the business of drafting 
and writing wills, insurance trust agree- 
ments and living trust agreements 
and also with doing legal business 
and giving legal advice and counsel at 
times and under circumstances when the 
pecuniary interest of the trust company 
was in direct conflict with its duty to 
its patrons who received the advice. 

The case came before the court on 
quo warranto proceedings brought by 
Circuit Attorney Franklin Miller of St. 


Louis. Representatives of the St. Louis 
Bar Association and the Missouri Bar 
Association acted as intervenors in the 
case. 

Unofficial reports indicate a probabil- 
ity that the trust institutions of Mis- 
souri will accept the decision without 
further contest. 

A full copy of the opinion has not 
been received, but it appears that the 
court drew no distinction between the 
drawing of wills and of trust agree- 
ments. The court is quoted in part as 
follows: 


Holds Nomination as Executor is a 
Consideration 

“‘Respondent’s counsel say that the mere 
nomination of a trust company as an execu- 
tor or fiduciary in a will is no consideration 
of any kind, valuable or otherwise. 

“This position is clearly inconsistent with 
respondent’s pleaded assumption that for 
drafting wills and consulting with patrons 
concerning wills, ‘the sole consideration is 
the nominating of respondent as executor or 
fiduciary,’ which appears in respondent’s 
answer and return in connection with the 
claim that it has a legal right to render these 
services, and the evidence tends to support 
this pleaded assumption rather than respon- 
dent’s present contention. 

“Counsel for respondents say that the 
mere nomination as executor cannot consti- 
tute a valuable consideration, since it ‘may 
be revoked at any time without wrong to 
respondent.’ Conceding that makers of wills 
and trust agreements can and sometimes do 
revoke their nominations of executors and 
trustees, does it follow that nomination when 
given is not a valuable consideration for ser- 
vices when rendered? * * * 

“Finally counsel for respondent say that 
subdivisions 3 and 4 of section 5421, R. S. 
1929, under which statute trust companies 
are organized, ‘expressly authorize such com- 
panies to accept trust under such terms as 
may be agreed upon in the instrument creat- 
ing the trust’ and thereby ‘recognizes that 
every trust company has a legal right to dis- 
cuss with the creator of a trust the terms of 
such instrument, and also recognizes that the 
trust company, in agreeing upon the terms 
of the trust agreement, it (the trust com- 
pany) does not act in a representative capac- 
ity, but that it acts in its own right, just as 
a party to any other contract would act.’ 
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SOUTHERN CALIFORNIA 


The Largest Bank, the Lead- 
ing Trust Institution operating 
-in Southern California is 


o I ECURITY - FIRST 
ew?) J NATIONAL BANK 
, OF LOS ANGELES 
® 123 Branches from Fresno on 
the north to Imperial Valley on 
the south each equipped to render 
Trust service. 


Resources over $500,000, 000 


Reasoning as to Trust Agreements 


“We are unable to reconcile respondent’s 
insistence of single representation with the 
proof of what it actually does. The evidence 
shows that one desiring to create an insur- 
ance trust or a living trust to respondent, 
because, for one reason or another, he be- 
lieves that it is peculiarly qualified to advise 
concerning and to execute such trust. 

“When the prospective patron indicates 
that he will nominate respondent as trustee, 
respondent, apparently recognizes the im- 
propriety of acting both for itself and the 
settlor of the trust in such matters, tells him 
he should advise with his lawyer and have 
him draw the instrument. 

“If he has no regular lawyer, respondent 
suggests one. If, actuated perhaps by un- 
usual confidence in respondent or by a sense 
of thrift when he learns that respondent will 
perform these services ‘free,’ he does not 
consult a lawyer, then respondent draws the 
instrument for him and gives him all the 
counsel and advice requested therewith. 

“When such services are rendered without 
the services of disinterested counsel, it is 

_ fair to assume that if the settlor of the trust 


is not himself a lawyer, he knows substan- 
tially nothing ‘as to any secular law’ or as 
to how the instrument tendered for his sig- 
nature affects or relates to his ‘secular 
rights’ or those of his beneficiaries, except 
what the employes of the trust company 
tell him, and he accepts these services as 
rendered for him as fully protecting the in- 
terest he wants to conserve. 

“Reasons grounded in public welfare call 
for strict enforcement of these statutes 
against corporate fiduciaries. Naturally the 
settlor of a trust wants the most service that 
can be had from the trustee at the least 
expense to his estate. 

“Just as naturally the trustee wants as 
broad powers with as little liability and as 
much compensation as may be consistent 
with getting and holding the trust business. 

“Thus in the very inception of a trust 
agreement there are certain interests of the 
settlor and the trustee that are conflicting. 
* * * 


New York Case Quoted 


“Quoting from a New York decision, the 
People vs. Peoples Trust Co., 167 NYS 767 
the opinion today reads, ‘An attorney may 
not divulge confidential communications of 
his clients or the advice given thereon. It is 
obvious that the intervention of a corpora- 
tion, the general employer of an attorney, 
between him and his client, is destructive 
of the necessary and important relationship. 

“Respondent evidently recognizes the force 
of the above reasoning with respect to wills, 
because the evidence shows that since July 3, 
1930, it has generally refused to prepare wills 
or give any legal advice unless called upon to 
collaborate with disinterested counsel rep- 
resenting the will-maker. 

“We think the statutes require the same 
scrupulous attitude with reference to trust 
agreements and in this connection it may not 
be amiss to observe that collaboration in good 
faith does not mean the entire preparation 
of wills and trusts by the fiduciaries named 
therein and their submission for the mere 
perfunctory approval of supposedly disin- 
terested counsel. * * * 

“Doubtless disinterested counsel for the 
will-maker should know that the provisions 
of the instrument he proposed to draw are 
of such a nature that the executor will accept 
the trust. We can think of no good reason 
why the fiduciary may not in good faith be 
consulted by such counsel with reference 
thereto. 

“Such a course is clearly distinguishable 
from the practice we have just discussed and 
competitive commercial conditions should not 
be allowed to obscure the distinction. 
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“Its strict observance enhances the social 
value of service that may properly be ren- 
dered in the vast field legitimately open to 
corporate fiduciaries and deprives them of 
no constitutional right or benefit.” 


Practice of Law — Ohio Court Rules 
Corporate Fiduciary May Adver- 
tise Services, Prepare Trust Agree- 
ments and Appear in Probate 
Court Through Its Officers—Trust 
Company Enjoined from Writing 
Wills. 

Ct. of Common Pleas, Lucas Co., Ohio, Holloway 


et al vs. The Toledo Trust Company. Decided 
March 10, 1934. 


Opinion in full: 
Stahl, J. 

This is an action between The Toledo 
Trust Company, representing the purely 
economic side of life, and members of the 
Bar, representing what may fairly be called 
the ethical side thereof. 

This cause has been under consideration 
by the court for a long time and I have read 
with care all, or nearly all, of the authorities 
cited by counsel, and have carefully con- 
sidered the arguments made and reflected 
upon all phases of the problems involved. It 
is my hope that this cause will be appealed 
to the higher courts of the state but I pro- 
pose to consider and pass upon it as if this 
were a court of last resort. 

The problem involved includes more than 
a mere question of whether The Toledo 
Trust Company or the members of the Bar 
shall be permitted to make the money which 
is available to be made by the transaction of 
the business which it is sought to enjoin the 
Trust Company from performing. It in- 
volves a question connected with the develop- 
ment of our financial and economic affairs 
and the maintenance of the integrity of the 
Bar as an institution, and the question as 
to the value of the Bar as such institution 
to the public. 

The Bar has made too high and too honor- 
able a place in the development of our so- 
cial and moral life, and its place in the mak- 
ing of our constitutional and governmental 
affairs has been too great to have its profes- 
sional standing overlooked. It may be that 
a few lawyers place a higher value on the 
commercial side of their profession than 
they do upon the professional side thereof, 
but there still maintains a high professional 
standard among lawyers generally, and it 
may very truthfully be said that as to a law- 
yer more than any other man, “The purest 
treasure that mortal times afford is a spotless 
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reputation, that away and men are merely 
colored mould or painted clay.” The right, 
therefore, of the public to be secure in their 
opportunity to present their problems to one 
whose interest is professionally undivided 
must be maintained. It is the claim of the 
plaintiffs, as members of the Bar, that in 
dealing with persons seeking the service of 
the defendant, The Toledo Trust Company, 
its agents in their advice to them are not 
disinterested, but that their interest is solely 
on behalf of their employer, The Toledo 
Trust Company. For this reason the plain- 
tiffs claim that The Toledo Trust Company 
should be enjoined from doing the things 
that it is sought in this action to enjoin 
them from doing. 

This attitude of the Bar is set forth with 
marked clearness in the conclusion of their 
brief in the following language: 

“The legal theory of this action is that the 
right of plaintiffs to an exclusive franchise to 
practice law has been invaded by the encroach- 
ment of The Toledo Trust Company. As a prac- 
tical matter, the protection of their franchise is 
not plaintiffs’ real concern. If The Toledo Trust 
Company were performing a service to the public 
equal or better than that performed by lawyers, 
we should not feel entitled to assert our selfish 
rights as against the interests of the public. 
But, we feel that it is in the interest of the pub- 
lic to preserve the Bar as an institution un- 
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touched by commercialism, in which the desire 
for gain is subservient to the interest of the 
client, and in which the confidential relationship 
of attorney and client is preserved untainted by 
the necessity of caring for the interests of some 
third party employer of the attorney.” 


The Toledo Trust Company is authorized 
by its charter and by law to act as executor 
or administrator of deceased persons, and 
to take, hold and administer property given 
to it in trust. It advertises that it is so 
authorized, and in its advertisements sets 
forth the advantages that it claims it has 
over a private individual to act in such ca- 
pacity. It formerly advertised that it had 
attorneys in its employ who were author- 
ized to handle such affairs, and that by rea- 
son of such employment it could administer 
such estates at less expense than private in- 
dividuals who may be required to employ at- 
torneys in such matters. But that form of 
advertisement has been discontinued by it. 
Some of the officers of the defendant, The 
Toledo Trust Company, notably trust offi- 
cers, are attorneys regularly admitted to 
practice law, and are men of unquestionable 
ability in their profession. When prospec- 
tive clients come to discuss with these offi- 
cers the question of making the defendant 
executor, or to turn over to it property in 


trust, it is the custom of such officers to sug- 
gest that these persons call in independent 
attorneys to represent them, and sometimes 
this is done, but on many occasions, and it 
appears to the court as a general rule, the 
trust officer or other attorney employed by 
the defendant writes the will or trust agree- 
ment by which the Trust Company becomes 
executor or trustee of the trust estate. It 
appears that the Trust Company often 
elects not to take the property in trust or 
to act as executor if the estate does not ap- 
pear to it to be of sufficient importance or 
size to justify it in handling the affairs 
thereof. It appears that the officers of the 
Trust Company do not write any wills or 
prepare any trust agreements unless the 
Trust Company is made executor or trustee, 
and for the writing of such agreements or 
wills no charge whatever is made. Having 
been designated as executor or named as 
trustee in a trust agreement, the defendant, 
The Toledo Trust Company, through its of- 
ficers or employees do all things that are 
necessary in the Probate Court to adminis- 
ter the trust, including the filing of the will 
for probate, the making out of all notices, 
the filing of all motions that are necessary, 
and the preparation of papers to secure an 
adjustment of income taxes, and the doing 
of all things of that nature involved in the 
administration of the estate or of the trust, 
but for none of these things does it make a 
charge. 

Now it is clear both under the common 
law and the statutes of the State that only 
natural persons duly admitted by the court 
to practice may practice law, and Section 
8623-3 G.C. provides that a corporation may 
not be organized to practice law. 

Now it is claimed by the plaintiffs that 
these several acts of the defendant, The 
Toledo Trust Company, constitute the prac- 
tice of law. On the other hand, defendant 
asserts that as it writes wills only wherein 
it is made executor, and trust agreements 
only in cases wherein it is made trustee, and 
as such papers are prepared by officers duly 
qualified to practice law, and because it 
makes no charge whatever in such trans- 
actions, that such acts do not constitute the 
practice of law. And it is claimed by the 
defendant that in the administration of an 
estate for which it is made executor or ad- 
ministrator, or in a case where it is named 
as trustee, it has a right so to act because 
that merely constitutes the performance of 
service for itself. 

On behalf of the plaintiffs it is claimed 
that it acts in such matters only because it 
has a financial interest, and that therefore, 
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it is holding itself out to act in the interests 
of members of the public, when in fact it is 
seeking its own interest only and exclusively, 
and that, therefore, that constitutes the 
practice of law. And it is claimed by the 
plaintiff that, therefore, there is a conflict 
of interest between that of the defendant 
and its prospective client, which ought not 
to be permitted to be practiced, and that be- 
cause of this conflict of interest what the 
defendant does constitutes the practice of 
law which ought to be enjoined. 

The problems involved in this case are: 
May the plaintiffs maintain this action? 
May the defendant, The Toledo Trust 
Company advertise, and to what extent? 
May the defendant, through its officers, 
prepare trust agreements in which it is 
made trustee? 

May it prepare and execute will in which 
it is named as executor? 

May it, through its officers, represent 
itself as executor or trustee in any mat- 
ters involving the trust in the Probate 
Court? 

We come now to a consideration of these 

problems: 

1. May the plaintiffs maintain this action? 

It is conceded by counsel for the defendant 
that courts have heretofore uniformly held 
that such action may be maintained, but it 
is claimed that such cases have been 
wrongly decided, and the court is requested 
not to follow such decisions. The court feels 
that it ought not to reexamine these cases, 
but ought to follow them, and so the court 
holds that this action may be maintained by 
the plaintiffs in the form in which it is 
brought. 

2. May the defendant, The Toledo Trust 
Company advertise, and to what extent? 

The court is of the opinion that inasmuch 
as the defendant is authorized by its charter 
and by law to act as executor, administrator 
or trustee, it has a right and it is proper for 
it to advertise such fact, setting forth what- 
ever opinion it has as to the advantages of 
corporate as compared with individual ad- 
ministration of such trust. 

8. May the defendant, through its officers, 
prepare trust agreements in which it is 
made trustee? 

It is the opinion of the court that the de- 
fendant has such right. It appears to the 
court that any two individuals have a right 
to make any lawful agreement and that they 
may put that agreement into writing them- 
selves without the employment of any out- 
side person, and of course what they may do 
individually, they may do through an agent. 
It follows that if “A” desires “B” to act as 
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At Any Time 


When you need a trust repre- 
sentative in Alabama, we would 
deem it a pleasure to be of service 


his trustee and take over his property for ad- 
ministration, they have the right to agree 
upon the terms of such trust, and to prepare 
the writing by which such arrangement is 
consummated. And it is the opinion of the 
court that because this right exists between 
private individuals, it equally exists as to 
the defendant, The Toledo Trust Company, 
because it is as necessary to determine upon 
what conditions and under what terms the 
Trust Company will accept the trust, as it 
is to determine upon what terms the other 
party is willing to turn over the property. 
Therefore, the preparation of such trust 
agreement constitutes simply the prepara- 
tion of the contract between the Trust Com- 
pany and the person turning over the prop- 
erty in trust. 

It is said, however, by the plaintiffs, that 
this sort of contract is really made by the 
Trust Company in its own interest; that the 
officer preparing it does not explain to the 
other party the exculpatory provisions of 
the contract by which the Trust Company 
is relieved from liability for mistake or bad 
judgment, and that, therefore, the prepara- 
tion of such contracts ought to be prohibited 
as a practice of law. The court is of the 
opinion, however, that whatever merit these 
arguments of the plaintiff possess would be 
legitimate before the legislature on the ques- 
tion as to whether a corporation doing gen- 
eral banking business should be permitted 
also to act as trustee, or whether a corpora- 
tion should be permitted to act as trustee at 
all, but it does not seem to the court that 
these arguments establish that in doing so 
the Trust Company is engaged in the prac- 
tice of law. 

4. May it prepare and execute wills in 
which it is named as executor? 

It is clear that the practice of law consti- 
tutes more than a prosecution and defense 
of causes in court, but that it does consist 
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of giving advice and the preparation of legal 
documents in which the rights of parties are 
fixed. It is equally clear to the court that 
when a lawyer becomes an officer or em- 
ployee of a corporation he submerges his 
identity as a lawyer in that of his employ- 
ment by the corporation to the extent that 
he may not engage in the service of another 
party in relation to any matter in which 
the corporation is in any way interested, or 
out of which it may either directly or re- 
motely obtain an advantage. And this is so 
without reference to the good faith of the 
attorney so acting, and whether he does or 
does not charge for his services. 


Now there are three solemn situations in 
the life of a man; one when he takes by the 
hand a woman and pledges to her that for 
better or worse their lives will be moulded 
into one; another when that woman goes 
down into the valley of the shadow of death 
and brings up in her arms a new life in 
which his life pulsates; and the third, when 
the end is approaching he attempts as best 
he can to provide for their welfare after he 
is gone by the things that he writes in his 
last will and testament. The preparation 
of a will, therefore, is the business of the 
testator, and it is in no way the business 
of the defendant. Upon what basis do the 
officers of the bank write wills for its pros- 
pective clients? In the first place they have 
examined the extent of the estate to deter- 
mine whether or not the bank will be in- 
terested in accepting its administration, and 
agree to write the will only in case it does 
appear that the estate is sufficiently im- 
portant. They are, therefore, acting in the 
interests of the bank, while an attorney un- 
dertaking to write a will for another person 
ought to have that person’s interests and his 
interests alone in his mind, so that he will 
carefully advise him with regard to every 
feature and every fact of the things that 
are proposed to be written. This alertness 
in the interest of the testator may not be 
called into being by the officer thus under- 
taking to write the will, but at any rate the 
situation is one that ought not to be as- 
sumed, and the court is therefore of the 
opinion that such acts on the part of the 
defendant and its officers and employees, 
ought to be and it will be enjoined. 


5. May the defendant, through its officers, 
being attorneys represent itself as ex- 
ecutor, administrator or trustee in mat- 
ters involving the trust in the Probate 
Court? 

It is a well recognized principle that any 
person has a right to appear in court in per- 
son in any matter in which he is interested, 


and it is the plea of the Trust Company that 
it holds this position in relation to these 
matters. The plaintiffs claim that the de- 
fendant may not do that, but can act only in 
such matters in the Probate Court through 
an attorney employed for that purpose 
specially. 

In the case of In Re Otterness, 181 Minn., 
254, (232 N. W., 318), cited by plaintiffs, it 
is held: 


“An executor, administrator, or guardian, as 
such, has no right to conduct probate proceed- 
ings, except in matters where his personal rights 
as representative are concerned, as, for instance, 
where his account as representative is in question, 
or misconduct is charged against him as repre- 
sentative.” 


But the court is of the opinion that it is 
a part of the unwritten history of Ohio 
ingrained in our judicial system that the 
Probate Courts of the state are open to the 
appearance of any person who holds such a 
position and that such persons may approach 
the Probate Court in person for advice, and 
in the settlement of the estates which they 
are appointed to administer. It seems to the 
court that Section 10506-3 of the General 
Code of Ohio, cited by plaintiffs, clearly rec- 
ognizes the existence of this historic fact. 
It provides: “At the time of the appoint- 


ment of a fiduciary, he shall file in the Pro- 


bate Court the name of the attorney, if any, 
who will represent him in matters relating 
to the trust.” The court understands this 
section to mean that he may act personally 
or through an attorney; otherwise it would 
not provide that he shall file the name of 
the attorney who is to represent him, “if 
any.” 

The court recognizes that if an individual 
be appointed, he, himself, of course will per- 
form the acts here under contemplation, but 
that if a corporation is appointed it will 
necessarily have to act through some in- 
dividual. But the court is of the opinion 
that inasmuch as the corporation is so re- 
quired to act and is still given the power 
to hold such fiduciary position, it may so act 
through its officer, who for that purpose 
should be considered the corporation. The 
court is of the opinion, therefore, to hold 
that The Toledo Trust Company may not so 
act, would be to hold that no private in- 
dividual could so act. That in the opinion 
of the court would violate our entire history 
of procedure in the Probate Courts of the 
state, and destroy the value, to a very great 
extent, of those courts to the people. 

. With regard to the holding in In Re 
Otterness, above quoted, to the effect that 
the executor, administrator or guardian, as 
such has no right to conduct the probate 





Terme 


proceedings it will be found on examination 
of that case that this holding is based on 
Rule 5 of the Probate Court Rules and that 
these rules are materially different from the 
provisions of Section 10506-3 of the General 
Code. In addition to that it does not appear 
that the bank for which the attorney acted, 
was executor, administrator or trustee, but 
that the administrator for which the attor- 
ney acted, was administrator of the deceased 
persons in no way connected with the bank, 
and that he charged, and obtained fees for 
his services as attorney in such estates, and 
turned such fees over to the Bank in pursu- 
ance of his contract with the bank. The de- 
cision, therefore, on the proposition here 
involved is not in point. A large number 
of decisions have been cited to the court 
holding that a corporation cannot in any 
way act as attorney for third persons 
through an attorney employed by the cor- 
poration, but in truth and in fact, no de- 
cision has been furnished to the court by 
plaintiffs on the proposition here urged by 
the plaintiffs upon the decision of the court. 


In making this statement, the court has 
not overlooked the case of Judd, et al. vs. 
City Trust and Savings Bank, decided by 
the Common Pleas Court of Mahoning 
County. In that case the petition set forth 
a large number of acts of the bank, which 
it alleged constitute the practice of law, and 
there was a demurrer to the petition, which 
demurrer was overruled. This court is not 
favored with the reasoning of the court in 
that case upon that demurrer, but it appears 
that at least some of the acts which it al- 
leged that the bank did, constituted the prac- 
tice of law and of course the demurrer would 
therefore, be properly overruled. 

The Court has also, in making that state- 
ment, carefully considered the case, In Re 
Otterness cited by plaintiffs’ counsel. In 
that case it appears that on March Ist, 1920, 
Otterness, an attorney, was employed by 
the bank at a salary of Three Thousand Dol- 
lars per annum but was permitted to prac- 
tice law, and to retain any attorney fees 
earned while so employed as cashier, but on 
June ist, 1921, a change was made in the 
terms of employment and he was made vice- 
president of the bank at an annual salary of 
Four Thousand Dollars per year and as a 
part of his services it was agreed that all 
attorneys’ fees earned by him thereafter 
during his employment should, when col- 
lected, be turned over to the bank as income 
of the bank, and it become its property. It 
was further provided that a fund of Eight 
Hundred Dollars should be established to 
enable him to pay contingent expenses in- 
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curred in his practice of law. This arrange- 
ment continued until April 1st, 1929, and 
during that time he collected a large sum 
of money from his practice as attorney, 
which he turned over to the bank under his 
contract. Because of this, disbarment pro- 
ceedings were instituted against Otterness. 
In this period Otterness foreclosed, as at- 
torney, ten mortgages, five of them for the 
bank and five for other parties. Under the 
law of Minnesota he was allowed a fee in 
each of these ten cases which was collected 
from the defendant in the foreclosure case, 
all of which were turned over to the bank 
under the contract. Other legal services 
were performed by the defendant, for which 
he received attorney’s fees and which he 
turned over to the bank. 


It must be borne in mind that Otterness 
was chosen cashier of the bank as well as 
attorney, and of these transactions the court 
says: 


“There can be no objection to the hiring of an 
attorney on an annual salary basis by banks, 
other corporations, firms, or individuals, to attend 
to and conduct its or their legal business. An at- 
torney so employed may, as attorney for his em- 
ployer, foreclose mortgages owned by such em- 
ployer, and may include the proper attorney’s fees 
therefore in the foreclosure charges, so long as 
such fees are covered by and paid to him out 
of his salary and do not exceed what is actually 
paid to him or result in any profit to the em- 
ployer. But neither a corporation nor a layman, 
not admitted to practice, can practice law, nor 
indirectly practice law by hiring a licensed at- 
torney to practice law for others for the benefit 
or profit of such hirer.” 


If an attorney engaged by the bank as its 
trust officer or other employee, at an annual 
salary may represent the bank in matters 
in which it is interested, if his contract of 
employment provides for such services, it 
seems to the court that he may do so equally 
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if he is engaged merely as trust officer or 
other employment without that specific ar- 
rangement having been made in his original 
contract of employment. It is, therefore, the 
opinion of the court on reason and in the 
absence of any opinion to the contrary, that 
The Toledo Trust Company may conduct 
such proceedings in the Probate Court, no 
charge being made as and for attorney’s 
fees. It is claimed on behalf of the plain- 
tiff that although the defendant asserts that 
it makes no charge for such service rendered 
in the Probate Court, it does file claims for 
extraordinary service based on the difficulty 
of the questions involved, and that this 
really constitutes a charge for legal services, 
making such act of the defendant the prac- 
tice of law. There appears in evidence tes- 
timony which tends to support this claim of 
the plaintiffs, and while it is difficult to un- 
derstand under what circumstances the 
Trust Company can properly make a claim 
for extraordinary services, the court is of 
the opinion that that is a matter which must 
be determined properly in each case by the 
Probate Court. While it is the duty of the 
Probate Court to see that no charge is made 
either directly or indirectly as a substitute 
for what would have been paid to an at- 
torney, if an attorney had been employed 
by the defendant and paid by it for such pur- 
pose under the guise of extraordinary serv- 
ices, the court is still of the opinion that 
that does not constitute the practice of law, 
but that that must be left to the due admin- 
istration of affairs in the Probate Court. 


It follows that of the acts complained of, 
the defendant, The Toledo Trust Company, 
and its officers and employees will be en- 
joined from writing wills wherein the Trust 
Company is made executor, but as to the 
other matters, an injunction will be refused. 
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Statement of Condition, June 30, 1934 









RESOURCES 






Cash and Due from Banks . 


United States Government Securities: 





$207,696,407.91 












. Pledged ; ; . $$ 21,437,346.16 

Unpledged , : 229,800,995.48  251,238,341.64 
Other Bonds and Securities: 

Pledged / ; : $ 49,301,068.08 
Unpledged . ‘ 67,572,461.02 116,873,529.10 
Loans and Discounts , , ; ; 259,029,412.85 
Stock in Federal Reserve Bank : ; ; 3,000,000.00 
Customers’ Liability on Acceptances. ’ 2,909,501.56 
Other Banks’ Liability on Bills Purchased : 8,141.67 
Income Accrued but Not Collected. ; 3,576,860.24 
Banking House. 14,250,000.00 
Real Estate Owned odie iin Banking un 1,447,679.88 
Other Resources ‘ 2 ‘ 248,775.39 
$860,278,650.24 







LIABILITIES 






Deposits: 

















General . . : $653,146,084.19 

Public Funds . . ~. — 92.409.453.42 $745,555,537-61 
Acceptances. . 35591,933-68 
Other Banks’ Bills Raden wok Sold . 8,141.67 
Reserve for Taxes and Interest i ‘ 4,399,024.61 
Income Collected but Not Earned : 372,917.92 
Capital Account: 

Preferred Stock ° $ 50,000,000.00 

Common Stock ‘ ‘ 25,000,000.00 

Surplus , : 10,750,000.00 

Undivided Posies . ‘ 8,101,094.75 

Reserve for Contingencies 12,500,000.00 — 106,351,094.75 





$860,278,650.24 
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Statement of Condition, June 30, 1934 


RESOURCES 


Cash on Hand and in Banks $32,932,686.91 | 


VU. S. Government Securities and Home 
Owners’ Loan Bonds 19,942,863.03 


Other Investment Securities 35,613,062.51 
32,818,553.79 
Real Estate Owned 4,650,932.22 


Other Assets 4,311,854.20 
$130,269,952.66 


LIABILITIES 


Capital Stock $6,700,000.00 
Surplus 15,000,000.00 
Undivided Profits 1,329,943.27 
Reserve for Contingencies 1,155,185.32 
Reserve for Interest and Taxes 427,513.52 
Other Liabilities 882,504.88 
Deposits 104,774,805.67 


$130,269,952.66 


Individual Trusts. . . $1,012,214,000.27 
Corporate Trusts ai 869,115,970.19 
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Chairman of the Board President 


J. CALVIN WALLACE 


Treasurer 


MEMBER FEDERAL RESERVE SYStsixm 





TRYST 67 


Wills — Descent and Distribution — 
Right of Granddaughter to Inherit 
Under N. Y. Decedent Estate Law 
—Statute Construed. 

N. Y. Court of Appeals—Matter of Horst as 
executrix. Decided April 17, 1934. 

The opinion by Justice Lehman fol- 
lows in full: 

By his last will and testament, executed 
in January, 1902, the testator devised and 
bequeathed all his property to his wife. 
Three children were thereafter born to 
them. The testator died in April, 1932. 
One son died before him. The widow, two 
children and a grandchild, the daughter of 
the deceased son, survived. The question to 
be decided upon this appeal is whether the 
granddaughter shares in the distribution of 
the estate. 

The Decedent Estate Law (Cons. Laws, 
ch., 18, sec. 26) provides: “Whenever a tes- 
tator shall have a child born after the mak- 
ing of a last will, either in the lifetime or 
after the death of such testator, and shall 
die leaving such child, so after-born, -un- 
provided for by any settlement, and neither 
provided for, nor in any way mentioned in 
such will, every such child shall succeed to 
the same portion of such parent’s real and 
personal estate, as would have descended or 
been distributed to such child, if such parent 
had died intestate.” All the parties are in 
accord that the grandchild should take the 
share which her father would have taken if 
he had survived the testator. The courts 
below have refused to sanction the proposed 
distribution, on the ground that it is not 
in accordance with the statute. We con- 
strue the statute differently. 

Testator may, if he chooses, fail to make 
provision in his will for his children, though 
they are the natural objects of his bounty. 
He may, quite reasonably, prefer to leave 
his estate to his wife in confidence that she 
will provide for the children. The statute is 
not devised to defeat the intention of a 
testator to exclude any child from sharing 
in his estate, but where a child is born after 
the making of a will, and the testator dies 
leaving such child unprovided for and not 
in any way mentioned in the will, there is 
room for doubt whether the testator did 
intend to exclude such child. Then omission 
from the will may well be the result of “such 
testamentary thoughtlessness and lack of 
vision as to prevent a testator from con- 
templating the possibilities of after-born 
children.” In such case “the law will pro- 
vide for them in the distribution of his [the 
testators] estate outside of the terms of his 


will” (McLean v. McLean, 207 N. Y., 365, 
371). 

All the statutory conditions under which 
the statute must be applied exist in this 
case. Three children were born after the 
making of the will. None were provided for 
or in any way mentioned in the will, and 
the testator died leaving them unprovided 
for by any settlement. The statute does not 
in express terms provide that the after-born 
child must survive in order to share in the 
distribution of the estate by representation, 
and we find no reason why such a condition 
should be read into the statute by implica- 
tion. 

The principle of representation is ancient 
(Cf. 2 Blackstone, 217). It is embodied in 
our statutes as to lineal descendants of a 
decedent, and even as to some collaterals. 
A devise or bequest to a child does not 
lapse by death, “but the property so de- 
vised or bequeathed shall vest in the sur- 
viving child or other descendant of the 
legatee or devisee as if such legatee or 
devisee had survived the testator and had 
died intestate” (Decedent Estate Law, sec. 
29). So, too, in case of intestacy “such per- 
sons as legally represent the children, if 
any of them have died before the deceased” 
take the share which a child would have 
taken if surviving (sec. 83). Literal con- 
struction of the language of section 26 of 
the statute accords with the policy of the 
law as embodied in other sections. Wher- 
ever a testator or the law makes provision 
for a child, the descendants of such child 
take by representation, at least in the 
absence of clear expression to the contrary 
by the testator or by the Legislature. 

The order should be reversed, with costs 
to the appellant, payable out of the estate, 
and the proceedings remitted to the surro- 
gate for entry of a decree in accordance 
with this opinion. 

All concur. 


Wills—Construction of Provision for 
Support of Wife—Rights of Re- 
mainderman. 


N. Y. Appellate Div., 2nd Dept., Decided May 18, 
1934. 


Clarence B. Stevens died June 18, 1919, at 
the age of sixty-five years. His will was ad- 
mitted to probate in the Surrogate’s Court 
of Westchester County on August 8, 1919. 
The instrument is concise, and the only dis- 
positive paragraph, the correctness of the 
Surrogate’s construction of which is the sole 
issue here, reads as follows: 





‘TeShades D 


“Second: I give, devise and bequeath all my 
estate, both real and personal, of every kind and 
nature, and wheresoever situate that I may own 
at my decease, to my wife, Selena Stevens, with 
full power to sell and convey all or any part of 
said estate, and to give valid deeds therefor, and 
to apply the proceeds from such sales for her own 
use and maintenance during her natural life, and 
at her death whatever remains of said estate, I 
give, devise and bequeath to the Methodist-Epis- 
copal Church of Vista, in the Town of Lewisboro, 
New York.” 

The estate of the decedent consisted of a 
tract of land inclusive of a homestead and 
a general store located at Vista, New York; 
a tract of land in the Town of Poundridge, 
New York; a tract of land in the Town of 
New Canaan, Fairfield County, Connecticut; 
and a stock of merchandise in the store at 
the Vista property, which store he was con- 
ducting at the time of his death. 

The widow, Selena Stevens, who was also 
executrix of this will, sold all of this real 
property with the exception of a small por- 
tion, carved out of the Vista, New York, 
tract, upon which the homestead stood. For 
this Vista property, so sold, she received on 
April 30, 1926, $3,250 in cash and a pur- 
chase money bond and mortgage in the sum 
of $4,000, made to her individually; for the 
tract in the Town of Poundridge she re- 
ceived, on or about August 4, 1928, $1,750 
and a purchase money bond and mortgage 
in the sum of $2,500, made to her individ- 
ually; for the Connecticut property she re- 
ceived, on or about August 7, 1928, $1,243.10 
after deductions for commissions, attorney's 
fees, etc., and a mortgage of $2,500, made 
to her as executrix. 

While it appears that the value of the as- 
sets of the general store conducted by de- 
cedent cannot be ascertained with exacti- 
tude, the executors of Mrs. Stevens’ will set 
forth in their account that this property 
would not exceed $500, which, together with 
‘moneys of the decedent Clarence B. Stevens 
in the bank at the time of his death, totaled 
in all about $1,503.35, whereas administra- 
tive and burial expenses and debts of the 
decedent totaled in all the sum of $3,210.73. 

Selena Stevens, the widow, died at the 
age of seventy-five years, on January 27, 
1933, leaving a last will and testament 
which was admitted to probate by the Sur- 
rogate of Westchester County on March 2, 
1933. This will disposes of her estate to 
various relatives, with the exception of a 
bequest of $500 to the appelant Methodist- 
Episcopal Church of Vista, New York. 

It is not contended that the above quoted 
second paragraph of the will of Clarence B. 
Stevens gave to his widow, Selena, absolute 
title to the estate. The learned Surrogate 
held that the said second paragraph of the 


will “should be construed as giving the wid- 
ow the right to invade the estate, with only 
her conscience as a check upon the possi- 
bility of the depletion of the estate and her 
right thereto limited only by her sole judg- 
ment as to the necessity, for her own use 
and maintenance during her life”; and fur- 
ther held “that so much of the estate as she 
reduced to her own possession by placing 
the results of sales of real estate in banks 
or in mortgages in her own name belonged 
to her.” 

It is the contention of the appellants that 
such assets of the estate of Clarence B. 
Stevens as remained in the hands of the 
widow, Selena, at the time of her death, 
whether or not formally reduced to her in- 
dividual possession, constitute assets of his 
estate subject to disposition in accordance 
with the terms of his will. We are of opin- 
ion that this contention should prevail, and 
that there was error in holding that such 
assets of her husband’s estate as Selena re- 
duced to her own possession by sales of the 
real estate and placing of the proceeds in 
banks or in mortgages in her own name, 
which remained at the time of her death, 
belonging to her, to be disposed of in accord- 
ance with her testamentary scheme rather 
than his. Any or all of his estate was hers 
if applied to her maintenance, but his money 
and his property represented by these mort- 
gages were not applied by her to her main- 
tenance. If they had been, she would not 
have had them at the time of her death. 
The fact that these assets were retained by 
her, leads ipso facto to the conclusion that 
the comprehended use of them by her in the 
plan of the testator was not availed of. She 
cannot be said to have disposed of them for 
the prescribed use and to have retained 
them, at one and the same time. They are 
available for and should be disposed of as 
the remainder of the husband’s estate. A 
clause in a will such as is here under con- 
struction does not admit of a conversion by 
the widow of her deceased husband’s assets 
from herself as executrix to herself indi- 
vidually so as to descend or be conveyed by 
the widow to others than the specified re- 
maindermen (see Vincent vs. Rix, 248, N. Y., 
76, 80; Terry vs. Wiggins, 47 N. Y., 512, 
516; Seaward vs. Davis, 198 N. Y., 415, 421; 
Matter of Davies, 242 N. Y., 196, 199). 

The proceedings should be remitted to the 
Surrogate to determine the amount of the 
estate of the decedent Clarence B. Stevens, 
which came into the hands of his widow at 
the time of his death, and the portion there- 
of which the said widow did not dispose of 
for her own use and maintenance during 
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her lifetime. The precise amount of the as- 
sets of the husband’s estate which were in 
the hands of the widow, whether standing in 
her name individually or as executrix, can 
be ascertained only after a hearing, and 
upon such hearing there will remain for de- 
termination the applicability of Section 17 
of the Decedent Estate Law. 

The order of the Surrogate’s Court of 
Westchester County, and decree of said 
Court in so far as appealed from, should be 
reverred on the law, with one bill of costs to 
the appellants and one bill of costs to the 
respondents, payable out of the estate, and 
proceeding remitted to the Surrogate to 
proceed in accordance with the foregoing 
opinion. 





Guaranteed Mortgages — Claims 
Against Guarantor — Rights of 
Cestuis Que Trustent — Highest 
Court of New York Upholds Fran- 
kenthaler Decision’: in Central 
Hanover Bank and Trust Company 
and City Bank Farmers Trust 
Company Decided July 3—N. Y. 
Attorney Comments on Effect of 
Decisions. 


Corporate fiduciaries in two recent in- 
stances have clarified for the holders of 
guaranteed mortgage investments the 
question of their right to terminate the 
agency of guarantor companies upon 
default by the latter under the terms of 
the contracts of guaranty. The two cases 
were brought by the Central Hanover 
Bank and Trust Company and the City 
Bank-Farmers Trust Company, both of 
New York City, against George S. Van 
Schaick, Superintendent of Insurance of 
the State of New York, and Rehabilita- 
tor of the New York Title & Mortgage 
Company, and the Lawyers Title and 
Guarantee Company, respectively, of 
New York City. 

In the opinion of one attorney who 
has followed these cases closely, the de- 
cisions “end some of the uncertainty 
which existed during 1933 in regard to 
the proper policy of trustees.” 

This attorney stated: 

“It will be recalled that every effort was 
made by the Superintendent of Insurance to 
force trustees generally to release all claims 
against guarantor companies as a condition 
precedent to obtaining control of their re- 
spective mortgages, notwithstanding the 
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breach by the guarantor companies of the 
obligations to service the mortgages which 
they had guaranteed by their contracts. It 
was widely urged that the first duty of a 
trustee was to obtain control of his guaran- 
teed mortgage investments because of the 
chaotic conditions which followed the taking 
over of the guarantor companies by the State 
Insurance Department. Whether or not the 
Superintendent of Insurance had the right 
to refuse permission to the companies under 
rehabilitation to surrender mortgages which 
they had failed to service in accordance with 
the agency contracts unless the guarantee 
was relinquished by the owner of the mort- 
gage, the fact remains that it was impossible 
for a trustee to get control of a guaranteed 
mortgage except by agreeing to relinquish. 
Many individual and some corporate trus- 
tees accepted this condition on the theory 
that the complete break-down of efficient 
service among the guarantor companies pre- 
sented so grave a menace to guaranteed 
mortgage investments, that failure on their 
part to take over the mortgages on whatever 
conditions had to be met might constitute’ 
grounds for later charges of negligence 
against them as trustees. 

“The two companies referred to instituted 
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proceedings in the New York Supreme 
Court, based upon typical cases during the 
month of September, 1933, and asked for a 
judicial determination of their rights to take 
over from the respective guarantors the 
mortgages in regard to which the guaran- 
tors were in default under the terms of their 
agency contracts, without relinquishment of 
their rights to prove against the guarantor 
companies in rehabilitation their claims for 
damages resulting from the guarantors de- 
faults. A judicial determination was also 
sought of the relationship existing between 
the corporate fiduciaries and the guarantor 
companies as to whether this relationship 
was purely that of debtor and creditor or 
whether the guarantors sustained a fiduciary 
relationship in their administration of the 
mortgage securities. In both cases the court 
of first instance held that the corporate trus- 
tee was entitled to terminate the agency of 
the guarantor company after its default and 
that the relationship of the guarantor com- 
pany to the corporate trustee was a fiduciary 
relationship; also that this revocation of the 
agency might be effected by the corporate 
trustee without prejudice to its right there- 
after to prove its claims for damages. In the 
case brought by the Central Hanover Bank 
and Trust Company Mr. Justice Franken- 
thaler’s opinion was handed down on Novem- 
ber 24, 1933.” 


EpitTor’s Note: The decisions 
in these cases were reported 
and reviewed in the December, 
1933, issue of TRUST Companies 
Magazine, pages 663-665. 


Mr. Justice Frankenthaler’s opinion was 
“confirmed by order of the Special Term of 
the Supreme Court on January 26, 1934. 
From this order the Superintendent appealed 
to the Appellate Division, which affirmed the 
order on April 20, 1934. The Superintendent 
immediately appealed to the Court of Ap- 
peals, which handed down its decision unani- 


mously affirming the order of the Appellate 
Division on July 3, 1934. 

“In spite of the delay occasioned by these 
necessary proceedings, the result has greatly 
clarified the mortgage situation by establish- 
ing the law in cases presenting similar facts 
in the court of last resort for the protection 
of all corporate trustees. It would seem that 
the trustees who relinquished their guaran- 
tees prior to the handing down of these de- 
cisions would now have the right to reinstate 
their claims against the guarantor com- 
panies in cases where such rights have not 
been irrevocably compromised. 

“The decisions have demonstrated the dan- 
ger of acquiescence by trustees in arbitrary 
rulings, affecting the rights of cestuis que 
trustent, which are unsupported by judicial 
authority, and the advisability of a continu- 
ous insistence upon the maintenance of such 
rights until the matters at issue have been 
judicially determined.” 


Duty and Liability of Trustee— 


A trustee who, within the scope of his 
powers, acts in good faith, prudently, 
earefully, diligently, discharges the ob- 
ligations of his trust; he is not responsi- 
ble for errors of judgment. 


In Chancery of New Jersey—Harris vs. 
Guarantee Trust Co. Decided April 17, 
1934. 

The opinion of Vice Chancellor Baches 
follows in full. 

The bill seeks to hold the defendant, 
trustee, liable for the loss of the once 
market value of 209 shares of the capital 
stock of the Island Development Company, 
due, as alleged, to the trustee’s failure and 
refusal to sell them when the price was high 
and the time was ripe. The charge is that: 

“Said Trust Company neglected so to do and 
willfully and/or purposely refused or refrained 
from doing so and thereby occasioned a loss to 
complainant of $110,000.00, and has continued 
said investment not only negligently and not in 
the exercise of good faith and reasonable discre- 
tion but in the exercise of positive bad faith so 
that a loss of $110,000.00 has been caused to com- 
plainant for which the Trustee should be held 
accountable.”’ 

At the outset, it is just to say that there 
is nothing in the evidence to warrant the 
charge of bad faith or wilful or purposeful 
refusal to sell; but I apprehend the com- 
plainant need not have been so drastic to 
recover. 

The whole affair centers in the rise and 
fall of the development of Brigantine Beach, 
an island of 2700 acres, north and adjacent 
to Absecon Island upon which Atlantic City, 
“The Play-ground of the World,” was built. 

In 1922, a small group of men obtained an 
option to purchase 70% of the island, then 
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waste land, for $300,000, upon payment of 
$5,000 for the option. (Later all but about 
5% of the island was purchased.) They in- 
corporated the Island Development Com- 
pany, assigned to it the option, took title in 
its name, gave a purchase money mortgage 
in return, and launched a prodigious enter- 
prise—Brigantine City. More than $12,000,- 
000 was spent in building a causeway and 
bridge connecting Atlantic City, an imposing 
hotel, a golf course, in dredging and filling 
in land, in constructing 50 miles of streets, 
100 miles of sidewalks, 25 miles of water 
main, 10 miles of sewer, 15 miles of light- 
ing, a mile and a half of boardwalk, a steel 
pier and other structures, all from the sale 
of lots, borrowed money and $100,000 pro- 
ceeds of capital stock. Brigantine City is a 
municipality. The lot developments and sales 
were in sections, the first at the most south- 
erly end of the island, nearest Atlantic City; 
the second and third adjoin in their order, 
and were put on the market consecutively. 
The three offers of lots were met with quick 
and hearty response, and all, or nearly all, 
6,000, were promptly disposed of at high 
prices, 50% in cash installments, the bal- 
ance upon mortgage; a single day’s sales 


reached over $5,000,000. In 1927, the real 
estate boom had reached its peak and was 
on the turn. The public had lost interest 
in this form of investment, the decline set 
in, the collapse followed and Brigantine lay 
prostrate. Fifteen hundred acres of unim- 
proved land remained; unsold lots, the 
hotel, golf course, the bridge and other crea- 
tions, in fact, the whole institution stood 
frozen, with millions of debts outstanding. 
The assets were turned over to a newly 
formed corporation for conservation and 
the protection of creditors. That company 
is now in the hands of a receiver. 
Characterization of the enterprise as a 
bubble is an undeserved stigma. It was 
undertaken and promoted by men of char- 
acter and integrity and of responsibility, 
moral and financial, in good faith, with 
inviting prospects of profitable accomplish- 
ments. They visualized another great sea- 
side resort like its neighboring prototype, 
whose environs, Ventnor, Margate City and 
Longport, were not nearly so promising 
when projected. The time was propitious 
for the development of Brigantine and the 
publie’s reception, displayed in the enor- 
mous purchases of lots, at high prices, was 
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substantial assurance that the promotion 
was opportune. There can be little question 
that another renowned seashore community 
would have come into being had normal 
times continued, nor that when they are 
restored there will be a spontaneous revival, 
for the location, its accessibility, the horde 
of lots owners, its appointments and con- 
veniences, all speak potential values which 
need only national prosperity for their stim- 
ulation. 

Edward G. Harris, the complainant’s 
father, was one of the organizers of the 
Island Development Company. He had five 
of the ten shares of the subscribed capital 
stock, par $100, for which he presumably 
paid $500. He died in 1923 while the first 
sub-division was in progress. His estate was 
inventoried and appraised at $45,000, of 
which the five shares were a part, appraised 
at $500. By his will he gave his estate to his 
executor and trustee, Atlantic Safe Deposit 
& Trust Co., of Atlantic City (since merged 
into the defendant, Guarantee Trust Co.) in 
trust, to divide the residue of his estate 
equally between his widow and daughter, 
then an infant, to hold the daughter’s share 
during her infancy, and pay the income to 
his widow for her support, “with full power 
and authority on the part of my said execu- 
tor and trustee to grant and convey any of 
the said property at such times and for such 
price and upon such terms as to them shall 
seem advisable.” 

Shortly after the Island Development 
Company was organized, its board of direc- 
tors, deeming the option, for which the 
promoters, as the Island Holding Company, 
had paid $5,000, to be worth $100,000 plus 
the $5,000, resolved to purchase the option 
for 1,050 shares of the capital stock of the 
Island Development Company. Of this, Mr. 
Harris was entitled to one-tenth, 105 shares, 
for he had contributed one-tenth of the 
$5,000, but the division was not made until 
after his death, and the 105 shares came 
to the executor. After the third sub-division 
was launched, the company declared a 100% 
stock dividend in July, 1925, which brought 
to the estate an additional 105 shares. A 
second stock dividend of 90% followed, 
February 1, 1926, producing an additional 
198 shares, a total of 418 shares, all evolved 
from the $1,000 investment. The shares to 
the Island Holding Company for the option, 
later divided, were unearned increments and 
the stock dividends did not represent earn- 
ings, for they were based upon an assumed 
enhanced value of the enterprise, estimated 
upon its past performances and favorable 
prospects. This would appear to be so, be- 


cause a 50% dividend of the earnings was 
declared a month following the second stock 
dividend, in surplus purchase money mort- 
gages at 75% of their face value, a total 
net of $640,000, and a net to the estate of 
$37,000. The discount, probably, was to 
allow for anticipated defaults, although the 
mortgages were nearly all realized, and, 
perhaps, to meet income tax exactions. 

The promotion of Brigantine Beach and 
its promise of vast fortune to its promoters 
spread quickly, far and wide. The original 
stock issue of 1,050 shares attained a market 
value of $2,000 a share, and many conserva- 
tive investors purchased at that price, and 
at that rate for shares of the first and 
second stock dividends, and anxiously sought 
them. Wise and careful business and pro- 
fessional men purchased; scores of them are 
on the roster of stockholders; all felt, no 
doubt, they were making safe and profitable 
investments, for Brigantine was off to a 
fine start, lots were selling at stupendous 
prices and vast returns to stockholders were 
imminent to the ken of those well informed 
and capable of judging. The standard prices 
prevailed from June, 1925, until February, 
1927, when the collapse came suddenly, 
practically overnight; local banks refused 
to further carry the shares as collateral and 
called the loans. There was no market after 
that. 

Failure to sell the complainant’s stock 
before the collapse is charged as neglect of 
duty and breach of trust—stock, which in 
one breath she denounces as born of a bub- 
ble (which her father helped blow) and 
should have been unloaded upon an unsus- 
pecting public, and in the next argues was 
worth $110,000 at which she puts her dam- 
age. But passing the stultification: Up to 
the time the bottom fell out of the market, 
public faith in the stock was firm; in stock- 
holders it was staunch. Brokers’ clients were 
seekers, not sellers. There were willing buy- 
ers, but stockholders were reluctant; they 
were confident, held tight to their shares 
and were “sitting pretty’, as they believed. 
Nothing had interrupted the progress of the 
enterprise, it was functioning smoothly with 
the outlook serene. There had not been a 
fleck, not a discordant note to disturb the 
trustee’s confidence in the solidity of the 
investment, nothing to provoke a change; 
its financial troubles followed upon the 
break in the credit of the stock and reached 
its serious stage in August, 1927. With 
stockholders tenaciously holding on, if their 
expectations had been realized, a sale of the 
stock at that time would have reaped cen- 
sure as vehement as the present condem- 
nation. 














A trustee, who, within the scope of his 
powers, acts in good faith, prudently, care- 
fully, diligently, discharges the obligations 
of his trust; he is not responsible for errors 
of judgment. Heisler v. Sharp, 44 N.J.E. 
167. Beam v. Paterson Safe Deposit & Trust 
Co., 83 NJ.E. 628. In re Leonard, 107 
N.J.E. 235. In re Corn Exchange National 
Bank, 109 N.J.E. 169. In re Pettigrew, 115 
N.J.E. 401. Peoples Nat’l Bank, etc., of 
Pemberton v. Bichler, 115 N.J.E. 


The president and trust officer of the 
Atlantic Safe Deposit & Trust Co., and two 
directors, were also directors of the Island 
Development Company. They were contribu- 
tors to the $5,000 option price and recipi- 
ents of the various stock and mortgage 
dividends just related. The two and a 
brother of the deceased Harris purchased 
the option, evolved the scheme of develop- 
ment and were the managing directors of 
the Island Development Company and the 
master minds of the promotion; the presi- 
dent and trust officer was just another 
director. Because the three sold some of 
their stock, the complainant charges the 
trustee with bad faith in not selling her 
shares. The following transactions, it is 
claimed, reflect the bad faith of the trustee: 

The president and trust officer acquired 
in all 216 shares before the collapse in 
February, 1927. From 1925 to that time he 
sold 48 shares in five different lots, 5, 10, 
3, 5, 25 shares respectively. He transferred 
10 shares to his son and, after the collapse, 
85 shares, and to his partner 46 shares. The 
sales of 48 shares to strangers were sought, 
the stocks were not offered. Whether the 
transfers by father to son were sales is not 
clear; be that as it may, sales to the son 
evinced confidence of both in the shares. 
The transfers of 46 to the partner were 
divisions not sales; the two were partners 
in contributing to the $5,000 option price, 
and joint beneficiaries. Counsel refers to 
three transfers of 5 shares each, found in 
the transfer book; it does not appear that 
they were sales. 

One of the managing directors owned 417 
shares and sold 100, in parcels (the stock 
transfer book, it is said, shows 120 trans- 
ferred), to raise money to put into the hotel. 

The other managing director and presi- 
dent of the Island Development Company 
apparently held 524 shares. Of these he sold 
34 shares and transferred to his brother 
32% shares; that the latter were sales is 
not shown. 

Obviously, the few sales were not selfish, 
and it is far from the truth that when they 
were made, “The handwriting was on the 
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wall. Belshazar’s feast was about over, and 
although all three—Thompson, Bacharach 
and Fisher—of the Development Company’s 
directors, who were also directors of the 
Trust Company, started in upon a campaign 
to sell their own stock, they ignored that in 
which the complainant was interested, but 
took pains to sell a large part of their own 
holdings.” The three went down with the 
ship. 
The bill will be dismissed. 





Rule Making Irving Trust Company 
Standing Receiver in Bankruptcy 
Is Repealed — Judge Knox Ex- 
presses Regret. 


Bankruptcy Rule 27 for the Southern 
District of New York, which provides 
for designation of the Irving Trust Com- 
pany as standing receiver in bankruptcy, 
was repealed on July 10. 

The following statement was issued 
on behalf of the court: 

“In order to conform with the evident 
intent and purpose of the recent amend- 
ment to the Bankruptcy Act, the rules of 
the United States District Court for the 
Southern District of New York upon and 
after July 15, 1934, will no longer provide 
for a standing receiver in bankruptcy ad- 
ministration. This means that on and after 
Monday, July 16, 1934, the Irving Trust 
Company, except in special instances will 
not be appointed receiver in bankrupt 
estates. An end will thus come to the sys- 
tem of administration that has here been in 
effect for the past five years. Beginning 
Monday next bankruptcy receiverships will 
be administered by such persons, firms and 
corporations as the several judges of the 
court see fit to appoint. 

“Upon a number of occasions over the 
past few years the Irving Trust Company 
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expressed a desire to be relieved of the 
duties which the judges of the court re- 
quested it to assume in the latter part of 
the year 1928. In the hope that the Congress 
of the United States at its recently con- 
cluded session would devise a means where- 
by bankrupt estates can be administered 
economically and efficiently, and so that 
the occurrence of the evils which came to 
light in this district five years ago would 
be rendered impossible, the trust company 
was persuaded to continue to carry on 
bankruptcy work. The Congress, however, 
saw fit merely to provide that United States 
District Courts, or any judge thereof, shall 
so apportion appointments of receivers as 
to prevent any person, firm or corpora- 
tion from having a monopoly of such ap- 
pointments within their respective districts. 

“In view of the fact that the number of 
small bankrupt estates to be administered 
in this district is so large, and the work 
incident to their proper administration so 
expensive, it is impracticable for the trust 
company, under the change made necessary 
by recent legislation, to maintain the large 
and efficient organization which it con- 
structed for handling this class of work. 
Consequently, the court, in justice to the 
trust company, must now accede to its re- 
quest to retire from the field of bank- 
ruptcy. The company will continue to func- 
tion in administrations in which it is now 
acting, and it may, under special circum- 
stances, accept occasional new appoint- 
ments.” 


Judge Knox’s Statement 


In a personal statement, issued at the 
same time, Judge Knox, senior United 
States District Judge for the Southern 
District of New York, said: 

“It is a matter of deep personal regret 
to me that the Irving Trust Company is no 
longer to serve this court as Standing Re- 
ceiver in the administration of bankrupt 
estates. In the presence of a real emergency 
the company generously lent its aid to the 
court, and did so in a way that surpassed 
my hopes and expectations. So efficiently 
did the company carry on its duties as 
receiver in bankruptcy, and so high were 
the standards of integrity which it main- 
tained, that I firmly believe the quality of 
bankruptcy administration in this district 
surpassed that of any other metropolitan 
locality in the country. I cannot permit 


retirement of the trust company to come 
about without expressing a feeling of deep 
appreciation to Messrs. Lewis E. Pierson 
and Harry E. Ward, respectively chairman 
of the board and president of the trust 
company, and to Mr. Paul E. Mead, vice- 
president in charge of bankruptcy work, 
for the public service that each of them 
has rendered in this important work over 
the past five years. I have this feeling, too, 
for the large group of men and women 
who, individually and collectively, under 
the direction and supervision of Mr. Mead, 
have faithfully and skillfully handled thou- 
sands of trusts so as to satisfy innumerable 
creditors, and in a way that reflected credit 
upon the United States Court for this dis- 
trict. I am sorry, indeed, I cannot avail 
myself of their organized effort in the 
future. I feel certain, also, that the dis- 
memberment of the trust company bank- 
ruptey division will represent a distinct 
loss to every person having an interest in 
bankrupt estates hereafter to be handled 
by the court. A systemized administration, 
when confided to a competent organization, 
must necessarily be superior, I believe, to 
any administration that reasonably can be 
expected upon the part of any person or 
company, however honest and trustworthy, 
that engages only occasionally in bank- 
ruptcy work. 

“At the same time I have no alternative 
than to accept the mandate of the National 
Legislature, and to do the best I know how 
in seeing to it that honesty, efficiency .and 
expedition continue to characterize bank- 
ruptcy work in this district. Each of my 
associates, also, is anxiously desirous of 
serving these ends. Notwithstanding that 
signs of evils commonly existing before the 
advent of the trust company are beginning 
again to make timid appearances, I am 
hopeful that the character of administra- 
tions under the new order of things will 
approximate, even if it may not equal, that 
which was accomplished by the trust com- 
pany. 

“Lastly, I wish to express grateful thanks 
to the many lawyers and business men who, 
desirous of continuing the organized ad- 
ministration of bankrupt estates, labored 
unselfishly and splendidly to attain that end. 
The fight we made together, even though 
its purpose cannot be immediately achieved, 
was more worthy by reason of their aid and 
comfort.” 
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MANUFACTURERS 
TRUST COMPANY 


HARVEY D. GIBSON, President 


Condensed Statement of Condition as at 


close of business June 30th, 1934. 


RESOURCES 


Cash and Due from Banks $ 66,022,382.45 
U.S. Government Securities $161,670,625.19 
Home Owners’ Loan Corp. 

and Federal Farm 

Mortgage Corp. Bonds. . .  21,352,636.37 

183,023,261.56 

State and Municipal Bonds 18,548,011.36 
Other Securities . 49,218,164.47 
Loans and Bills Purchased 177,790,769.77 
Mortgages 25,456,556.14 
Banking Houses and Other Real Estate 

Equities 20,532,084.98 
Customers’ Liability for Acceptances 19,630,599.95 
Accrued Interest and Other Resources... . 3,210,707.10 


$563,432,537.78 


LIABILITIES 


$ 32,935,000.00 
Surplus and Undivided Profits 10,297,483.19 
Capital Notes 25,000,000.00 
Reserves 23,008,554.76 
Dividend (Payable July 2nd, 1934) 411,687.50 
Outstanding Acceptances 20,834,408.43 
Deposits ; 450,945,403.90 


$563,432,537.78 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System - Member New York Clearing House Association 























GOLD CURRENCY LEGISLATION AND THE GOLD 
CLAUSE IN CONTRACTS 


Supplemental Comment Bearing Upon Article Published Under the Above 
Title in “Trust Companies,” June 25, 1934, by James T. Carter, Ph.D. 


District Judge Faris in the District 

Court of the United States for the 
Eastern District of Missouri, in the case 
entitled In The Matter Of Missouri Pacific 
Railroad Company, Debtor, In Proceedings 
For The Reorganization Of A Railroad, No. 
6935, on motion of Trustees of the debtor 
and others, to construe, under Rule 29, the 
gold clause of bonds, pleaded by the Bankers’ 
Trust Company, et al, Special Intervenors,' 
is the first decision of a Federal Court on 
the question of the constitutionality of Pub- 
lic Resolution 10, now Title 31, Sec. 463 of 
the United States Code, passed by Congress 
June 5, 1933. The decision sustained the con- 
stitutionality of the Resolution and held that 
the gold clause in the bonds involved in that 
case, was “unenforceable, in the ultimate let- 
ter thereof as urged by intervenors, and is 
enforceable in equity only to the extent that 
intervenors, as Trustees, are entitled to re- 
cover, or be paid on each $1,000 par value 
bond in controversy the sum of $1,000 in 
such money of the United States as is now 
current, or as shall be current when the final 
decree herein for payment is entered.” 

A careful reading of the whole opinion in 
this case makes it clear that even if the 
Supreme Court ultimately affirms the deci- 
sion of the Lower Court, the whole question 
may not be settled without further litigation 
in other cases. The facts in this case involved 
a clause in a bond, which provided that these 
bonds shall be payable in “gold coin of the 
United States of the present standard of 
weight and fineness”—that is, the standard 
as of the date of issue of those bonds in 1903. 
It was argued by the intervenors that even 
if the debt could not be paid in gold the 
creditors were entitled to payment in such 
sum in currency as should equal the present 
gold value of the number of dollars involved; 
in short, “in gold, or its equivalent.” The 
Court, however, pointed out that “it is not 
so nominated in the bond,” and that the con- 
tract does not say that if gold is no longer 
available as money when the time of pay- 


4k decision rendered June 20, 1934, by 


of the Baltimore Bar. 


ment comes, then payment shall be made in 
such money as is current on the basis of the 
amount of current money which a gold dol- 
lar would then buy. Said Judge Faris: “I 
think the very terms of the contract pre- 
clude such a judgment.” 

However, a very great many of the gold 
clause contracts today read in terms of an 
agreement to pay in gold of the weight and 
fineness of the issuing date, “or its equiva- 
lent,’ and Judge Faris’s pronouncement, 
therefore, does not cover such bonds or con- 
tract obligations. Indeed, after the Court 
commented upon the Feist case? and took the 
view that that case was merely persuasive 
authority, which he did not feel compelled to 
follow, he perhaps took more note of the case 
as a pertinent authority in point than he 
need have done under the state of facts pre- 
sented to him, because the Feist case, unlike 
the Missouri Pacific case, dealt with an issue 
of bonds which contained wording providing 
for the payment in sterling in gold coins of 
the United Kingdom of, or equal to, the 
standard of weight and fineness existing on 
the date of issue. Judge Faris’s pronounce- 
ment, therefore, does not cover such bonds 
or contracts. 


Decision Involves Only a Private Contract 


Another matter with reference to this de- 
cision of the District Court is that it involves 
only a private contract and is not a prece- 
dent as to the constitutionality of the portion 
of the Resolution of Congress which invali- 
dates the gold clause in public governmental 
obligations, as well as in private obligations. 
However, another gold case, that of Perry 
vs. United States (No. 42676) has been insti- 
tuted within the past two weeks in the Court 
of Claims? in which a claimant suing for ap- 
proximately $17,000 on a $10,000 Govern- 
ment bond is complaining of the action of 
the Treasury Department in refusing to re- 
deem a gold bond of the Fourth Liberty 
Loan otherwise than by payment of the face 
amount of the bond in legal tender currency 
of the nominal amount of $10,000, and this 





1 The full text of this decision is published in the 
United States Law Week, Vol, 1, No. 438, Sec. 1 (Ind. 
p. 945) p. 5, June 26, 1934. 

2 Feist, Appellant vs. Societé Inter Communale 
Belge D’Electricite, of Brussels, Respondent, 50 Times 
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L.R. 143; 88 A.L.R. 1524; and see Prentice-Hall, Fed- 
eral Bank Service (1934), Vol. 2, par. 7194. (Decision 
by The House of Lords—December 15, 1933.) 

3 See United States Law Week, Vol. 1, No. 48, Sec. 
1 (Ind. p. 941), p. 1, 15, June 26, 1934. 

















78 


case may raise and settle the issue ulti- 
mately as to the constitutionality of the 
Resolution insofar as it affects public debts. 

Judge Faris’s opinion in the Missouri 
Pacific case does, among other things, em- 
phasize one most important fundamental 
constitutional principle. After calling atten- 
tion to the fact that Congress by the express 
provisions of the Constitution has the right 
to “coin money and regulate the value there- 
of,” and after referring to the Supreme 
Court decisions which make it clear that this 
clause is not limited in its scope to metallic 
coins, but is broad enough to enable Con- 
gress to decide what shall be legal tender, 
the Court emphasizes the fact that this ex- 
press constitutional power of Congress, to- 
gether with the decisions of the Supreme 
Court interpreting it, would seem to leave no 
doubt that Congress has the constitutional 
power to determine which shall be used for 
money, that is, what shall be the medium of 
exchange. “There is no subject on which 
Congress is permitted to act which is more 
vital to labor, industry and commerce, than 
is the question of what shall be money.” 


Perhaps in view of all the decisions of the 
Supreme Court relating to the gold clause in 
contracts since the Bronson case,* Judge 
Faris, in his opinion, has given too much 
credence to the theory of the gold clause as 
creating a commodity contract; but even 
adopting that theory and referring as he 
does in his opinion to the fact that gold 
cannot now be legally obtained for payment 
of obligations, such a contract to pay in gold, 
though void in law, nevertheless may, in the 
Court’s opinion, be sustained in equity and 
the rights of the maker as well as those of 
the payee would in equity be sustained, and 
not merely the right of the payee alone. 
These equities, involving, as the Court 
thought, the alternatives of utter destruction 
of the debtor and total losses to the debtor 
and unsecured creditors and stockholders, or 
a complete avoidance of the contract to the 
detriment of the payees, should be deter- 
mined with rights of both parties in view. 
“In such situations the Court of Equity 
might well say to the payee, that having seen 
fit to contract for payment not in money, 
but in a presently unobtainable commodity, 
the money of payment must be such money 
as the law provides in ordinary cases and to 
be measured in quantity by tale and not by 
the market price” of the commodity today. 

Judge Faris’s opinion carries the inference 
that Congress, under its power to regulate 
the currency could constitutionally stipulate 
what shall be used exclusively as the medium 


47 Wall. (U.S.) 229, 19 L. ed. 141. 
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of exchange. He infers that to permit two 
individuals to contract for the payment of a 
sum in gold or, in the alternative, in a 
greater amount in currency available at the 
time of payment of the obligation, measured 
by the value of gold in terms of that cur- 
rency, would thwart the power of Congress 
and result theoretically at least in turning 
business and commerce back to ancient bar- 
ter or “swapping of commodities.” This, the 
Court states, would hamper and destroy 
commerce between the States, and the only 
debts left payable in money would be debts 
due to and from the Government itself. This 
pronouncement, however, is broader than the 
requirements of the issue in the case for 
while, consistent with Judge Faris’s views, 
it is possible that Congress has the constitu- 
tional power to prohibit all commodity con- 
tracts, nevertheless, Joint Resolution No. 10 
does not deal with commodity contracts as 
such, but is limited by its terms to obliga- 
tions payable “in gold or a particular kind of 
coin or currency, or in an amount of money 
of the United States measured thereby”; and 
even though the heretofore seemingly dis- 
carded commodity theory of gold clause 
contracts be adopted for the sake of argu- 
ment, the only commodity affected by the 
Resolution is gold. 

Judge Faris’s opinion is a vigorous and 
clearly reasoned one, and should do much to 
aid in clarifying the troublesome constitu- 
tional issues involved. 


Norman v. Baltimore & Ohio 


Another decision which dealt with the 
constitutionality of the Joint Resolution 
nullifying the gold clause in contracts was 
rendered by the Court of Appeals of New 
York July 3, 1934 in the case of Norman 
v. Baltimore & Ohio Railroad Company.5 

5 The full text of this decision is published in the 


United States Law Week, Vol. 1, No. 44, p. 8 (Ind. p. 
980), July 10, 1934. 


The suit in that case was based on a coupon 
for interest on a bond issued by the Rail- 
road Company of the face value of $22.50. 
The complainant sought to recover $38.10 
in legal tender currency. The gold clause 
contained in the bond provided for the pay- 
ment of principal and interest “in gold coin 
of the United States of America of or 
equal to the standard of weight and fine- 
ness existing on February 1, 1930.” The 
New York Court in sustaining the consti- 
tutionality of the Joint Resolution of Con- 
gress and approving the payment of the 
face amount of the coupon $22.50, in legal 
tender currency took note of the enormous 
property value at stake in the decision on 
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such an issue which the Supreme Court of 
the United States would ultimately have 
to render and referred to the possibility 
that Congress might stamp as legal tender 
such a vast quantity of paper money as 
potentially to destroy the value of all past 
promises to pay in the future, and that such 
a decision by the Supreme Court of the 
United States on the question would be 
“fraught with the gravest results.” The 
Court referring to Judge Faris’s decision 
of June 20, 1934, in the Missouri Pacific 
Railroad case stated that there is no con- 
trolling authority for the ruling that the 
money power of Congress may make public 
currency legal tender for obligations ex- 
pressly limited to payments in gold; that 
such a power if it exists, must be drawn 
from the provisions of the Constitution. 

The Court took the view that the con- 
tract sued on in this case was payable in 
coin and not in commodities but that it was 
nevertheless a money contract payable in 
currency which was legal tender at the 
time for payment. The economic significance 
of the money power of Congress raises a 
political question and not a judicial ques- 
tion for the Courts to decide. “The scope 
of the money power of Congress is so wide 
that this Court will not, in the case present- 
ed venture to invalidate its legislation di- 
rected to that end.” The judgment of the 
lower court was affirmed. 


Minority Stockholders and The 
Amendment of Corporate Charters 


Michigan Law Review, April, 1934, pages 743- 
779.—By EDWARD O. CURRAN, Research As- 
sistant, University of Michigan Law School. 


‘Professor Dodd has remarked that “few 
branches of corporation law are in a more 
confused and unsatisfactory state than that 
relating to the right of minority stockholders 
to prevent amendments to the corporate 
charter, to which they have not given their 
assent, from becoming operative.” One of 
the reasons for this confusion is the fact that 
some of the cases which still serve as prece- 
dents were decided at a time when it was not 
the usual practice to reserve the power to 
alter, amend, or repeal corporate charters. 
The principles of these early cases have been 
carried over and applied to cases arising 
under the reserved power. It is plain that 
the problems to be solved in the two situa- 
tions are essentially different. 

‘The decision in the Dartmouth College 
case created a widespread apprehension 
among the States that the corporations 
created by them were beyond the reach of 
legislative control. Mr. Justice Story dis- 
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pelled much of this anxiety in his concurring 
opinion by suggesting a reservation of the 
power of alteration, amendment, or repeal 
as a means of preserving to the States a 
measure of supervision and control over their 
corporate creations. This advice was accepted 
with unusual alacrity. Today there is no 
State which does not have some sort of 
reservation of the power of amendment or 
repeal in its constitution or general laws. 
Many modern charters also reserve the pow- 
er of amendment by the vote of a prescribed 
majority of the stockholders, in order to se- 
cure, in advance, the consent of the share- 
holders to changes in the corporate structure 
that may later prove to be desirable. The 
reserved power, whether contained in the 
State constitution, general laws, or articles 
of incorporation, becomes an integral part 
of the charter contract, so that all stock- 
holders upon becoming such are charged with 
notice of this power. 

‘Before the Dartmouth College case, how- 
ever, it was the common practice for the 
State to grant charters, usually by special 
act of the legislature, without reserving any 
power of amendment or repeal. As to amend- 
ments to these charters, the courts, impressed 
by the close resemblance between the articles 
of association of a corporation and the arti- 
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cles of agreement of a partnership, applied 
a rule which had been held applicable to a 
partnership, namely, that the articles of 
agreement could not be amended without the 
unanimous consent of the members. 

‘The courts were not altogether satisfied 
in carrying over this rule to the corporate 
unit, since it often enabled a small minority, 
who might be either disgruntled shareholders 
or “professional privateers,” to block needed 
and desirable alterations in the corporate 
structure, or else to compel the corporation 
or the majority to buy them off at a price 
out of all proportion to the asset value of 
the shares. Consequently, the rule of unani- 
mous consent to amendments of the charter 
gradually was made subject to an important 
qualification. Amendments were divided into 
(1) those which constituted material and 
fundamental changes in the objects of the 
corporation, and required unanimous consent 
to make them effective; and (2) those which 
were merely auxiliary and incidental, in fur- 
therance of the objects for which the cor- 
poration was organized, and which were 
valid, as against dissenting minority stock- 
holders, whether imposed on the corporation 
by the legislature or offered to the majority 
for acceptance. 


‘Practical convenience was the real basis 
of this limitation on the rule of unanimous 
consent. But it was necessary to bolster up 
the argument of convenience with some logi- 
cal justification. As a rationalization the 
courts resorted to a fiction. Thus it was said 
that when one becomes a stockholder in a 
corporation he impliedly assents to any al- 
teration or amendment of the charter which 
is not fundamental in character and is con- 
sonant with the original design of the cor- 
poration. That this fictional reasoning was 
simply a makeweight, a sop to logic, is dem- 
onstrated by the fact that the agreement 
thus conjured up was an agreement implied 
in law, since it could not have been implied 
in fact according to the intention of the 
parties as manifested in the written memo- 
rial. The inherent desirability and fairness 
of the rule permitting minor amendments 
without unanimous consent, in the final anal- 
ysis, justified the position taken by the 
courts. The reason for requiring unanimous 
consent when amendments to the charter are 
made is the fancied similarity of the charter 
contract and articles of partnership. But 
there is a vital distinction between the two. 
While the rule of unanimous consent may be 
particularly appropriate to a closely knit 
business unit like the partnership, where it 
may be assumed that the members are con- 
versant with the terms of the articles, upon 
the faith of which they have agreed to asso- 


ciate together in business, it is not so well 
adapted to the corporate mechanism. In view 
of the wide dispersion of stock ownership in 
the modern corporation (a tendency towards 
which must have been appreciable in the mid- 
dle of the last century), of the impersonal 
character of the relations of stockholders 
inter se and with the corporation, and of 
the extreme difficulty of attaining unanimity 
on any given proposition, it is obvious that 
the rule of unanimous consent has no natural 
application to the corporate form of organi- 
zation.’ 


Charter Amendments Under The Reserved 
Power 


‘Attention will be confined to (1) the power 
of the majority to accept amendments speci- 
fically offered by the legislature for accept- 
ance by the corporation, and (2) the power 
of the majority to adopt amendments by 
virtue of a general reservation of the power 
contained in the State constitution or general 
laws or in the corporate charter itself. While 
there is a decided lack of agreement with 
respect to the limits of this power of the 
majority to accept or adopt amendments, it 
is everywhere admitted that the power of 
amendment is not unlimited. 

‘Two views of the scope of the reserved 
power have prevailed. The minority view is 
that which was early announced by the 
courts of New Jersey. It has some support 
in Georgia, Utah, and a few other jurisdic- 
tions. This theory is built upon the proposi- 
tion that the contract relations between the 
stockholders inter se are not within the 
scope of the reserved power. To be consistent, 
only amendments imposed upon the corpora- 
tion would seem to be valid under this theory. 
We have noticed, however, that non-funda- 
mental phases of the contract among the 
stockholders were subject to amendment 
even in the absence of a reservation of the 
power of amendment. A strict adherence to 
the New Jersey approach would even pre- 
clude such amendments, certainly an unde- 
sirable and unpractical result. 

‘This theory of the reserved power gives 
an extremely limited meaning to matters of 
public interest. The power of amendment re- 
served by the State is confined to that phase 
of the corporate contract in which public in- 
terests and purposes, as distinguished from 
private interests, are concerned. Further- 
more, all the terms of the agreement between 
the shareholders inter se are considered 
matters of private interest. Here is the fal- 
lacy of the narrow view. Chancellor Wolcott 
of the Delaware Court of Chancery has sug- 
gested that the mere fact that the legislature 
has seen fit to regulate, in the general cor- 

















poration acts, innumerable aspects of the 
contract which appear to be peculiarly a mat- 
ter of private interest among the sharehold- 
ers furnishes ground for the conclusion that 
such phases of the corporate charter are im- 
pliedly impressed with a public interest. The 
extreme difficulty of ascertaining whether a 
proposed amendment relates to a matter of 
private as distinguished from one of public 
interest has caused some differences of opin- 
ion, even among the adherents of the strict 
view of the reserved power, as to what 
amendments are permissible. 

‘But a majority of the State courts and 
the Supreme Court of the United States are 
opposed to the strict New Jersey view; they 
hold that the reserved power extends not 
only to the contract between the corporation 
and the State, but also to the contract exist- 
ing between the stockholders themselves. 
The earliest cases to adopt this liberal atti- 
tude respecting the power of amendment 
arose in New York and Massachusetts, but 
the most extreme application of the broad 
construction of the reserved power is to be 
found in Delaware. This general view favors 
freedom of corporate management and facili- 
tates needed changes in the corporate enter- 
prise, by contrast with the strict New Jer- 
sey view of the extent of the reserved power 
which stresses the property interests of the 
individual shareholders. According to the 
majority view, all the elements of the con- 
tract between the shareholders with refer- 
ence to their interest in the corporation and 
to its internal management may be altered 
by amendment to the charter, as being within 
the conditions upon which the State grants 
the privilege of corporate existence. No jur- 
isdiction carries this theory sledlength, but 
all admit that the reserved power is subject 
to some restraint, the difficult problem being 
to determine what the limits are. 

‘One statement of the power and its limi- 
tations which has been given much currency 
because it is the favorite expression of the 
Supreme Court of the United States in these 
cases declares that the effect of the reserved 
power “is, at the least, to reserve to the leg- 
islature the power to make any alteration or 
amendment of a charter subject to it, which 
will not defeat or substantially impair the 
object of the grant, or any right vested under 
the grant, and which the legislature may 
deem necessary to carry into effect the pur- 
pose of the grant, or to protect the rights of 
the public or of the corporation, its stock- 
holders or creditors, or to promote the due 
administration of its affairs.” Another state- 
ment is to the effect that amendments of a 
fundamental or material character, which 
amount to a change in the nature of the cor- 
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poration or a radical departure from its 
original purposes and objects, cannot be 
made without unanimous consent of the 
stockholders. For all practical purposes, how- 
ever, these tests involve essentially the same 
considerations. Whether the change made by 
the amendment is fundamental or not will 
depend primarily upon its effect on vested 
rights. Speaking generally, the “material and 
fundamental change” test has been most of- 
ten applied when the proposed amendment 
affected the relation existing between the 
corporation and its stockholders or between 
the corporation and the State; and the vested 
rights test has usually been employed in 
cases involving the contract between the 
stockholders inter se. * * *’ 


Particular Types of Amendments 


‘Amendments changing the name of a 
corporation have invariably been sustained, 
whether the charter was unamendable or 
subject to the reserved power. The same is 
true of amendments changing the principal 
place of business. This result has been 
reached on the ground that such amend- 
ments are simply immaterial changes in the 
charter contract. Except where there is an 
unusually valuable good will attached to the 
corporate name or the place of business, 
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the cases are justifiable on the theory that 
stockholder interest in the symbol under 
which the unit operates or in the physical 
location of the business is infinitesimal. 

‘Similarly, amendments extending or re- 
ducing the term of the corporate existence, 
or extending the time for commencing or 
completing the work of construction neces- 
sary to the enterprise, have universally 
been upheld. All of these are minor changes 
which are likely to prove beneficial to the 
stockholders, who can be presumed to have 
entrusted the decision regarding the desir- 
ability of such changes to the majority 
voice. 

‘Thus far there is practical unanimity 
among the courts. More extensive changes 
of the corporate enterprise than those noted, 
however, have engendered no little conflict 
in the cases. * * * 

‘After the reservation of power to amend 
corporate charters became general, a ma- 
jority of the stockholders of a railroad or 
other transportation company not infre- 
quently sought to bind the minority by 
accepting an amendment of the charter 
authorizing the corporation to construct its 
road along a different route or beyond the 
terminus originally established. As we have 
seen, the changes thereby effected had 
generally been held to be so material and 
fundamental as to make the enterprise 
essentially different from that which was 
contemplated by the dissenting stockholders 
when they purchased their shares. It was 
to be expected that those courts which 
adhered to a strict construction of the 
extent of the reserved power would similarly 
hold changes of route or of terminus to be 
beyond the authority of the majority to 
accept under the reserved power. But such 
modification of the charter were uniformly 
upheld outside the strict construction States, 
either on the ground that the reserved 
power extended to fundamenal changes, or 
on the ground that by the stockholders’ 
consent to amendments such changes had 
ceased to be fundamental. 

‘Somewhat similar to amendments involv- 
ing changes of route or of terminus are 
those by which the corporate powers or 
purposes are altered. In these cases the test 
usually invoked is whether the amendment 
works a material or fundamental change in 
the nature of the corporation or in its orig- 
inal purposes and objects. Only the most 
extreme modifications have been invali- 
dated, that is, those whereby the majority 
stockholders attempted to bring about a 
complete transformation of the business of 
the corporation, where the dissenters had 
specifically agreed to take a share in an 


enterprise of limited scope. Charter amend- 
ments which merely contemplated the reas- 
onable expansion of the enterprise in order 
to keep pace with modern developments in 
the particular industry, and to accomplish 
the primary purpose of the corporation 
most advantageously, have usually passed 
judicial scrutiny. 

‘There is an ample theoretical justifica- 
tion for the type of amendments consid- 
ered above. 

‘Changes which authorize sale of cor- 
porate assets, consolidation, or merger are 
closely akin to those changes in the cor- 
porate enterprise just discussed, but they 
are, generally speaking, more sweeping in 
character. Such changes have occasioned the 
courts no little difficulty. * * * 

‘There is a diversity of opinion as to 
whether a sale of all the assets can be 
authorized by an amendment of the charter 
under a general reserved power to amend 
by vote of a majority of the stockholders. 
The view which upholds such a sale seems 
preferable. Where the sale is made in good 
faith for cash there would seem to be no 
valid objection to such an amendment, since 
its effect is simply to work a dissolution of 
the corporation with a consequent distri- 
bution of the proceeds of the sale to the 
stockholders. The case is not so clear where 
the sale is made for stock in the purchasing 
corporation. In this situation the selling 
corporation retains its existence as a stock- 
holder of the purchasing corporation, and 
the stockholders of the former are in effect 
forced into an enlarged or different enter- 
prise, unless some provision is made for the 
payment of an appraised value of the shares 
of the dissenters. Nevertheless, even sales 
of all the corporate property for securities 
of the purchasing corporation have been 
upheld. * * * 

‘With very little dissent the courts have 
inclined to the view that the reserved power 
permits an amendment of the charter so as 
to authorize merger or consolidation with- 
out the consent of all the shareholders. * * * 

‘On the other hand, even the courts which 
uphold such amendments are not disposed 
to go so far as to force the dissenters into 
the new enterprise. 

‘The natural way out is to offer stock- 
holders their choice of continuing with their 
investment or of selling their shares at an 
appraised value. The presence of such an 
alternative has often operated to save 
amendments. This result has been criticised, 
at least where the corporation was not pub- 
lic or “quasi public” in nature, because it 
was thought to rest upon a theory analog- 
ous to that of eminent domain. It is suf- 











ficient to remark that there is no need 
whatever to resort to the concept of eminent 
domain in these cases; the amendment can 
be justified, even where the purposes of the 
corporation are essentially private, upon 
other considerations. As we have remarked 
the courts are one in considering that the 
constituent corporations are dissolved by 
the consummation of a plan of consolida- 
tion or merger. * * * 

‘* * * No stockholder should be obliged 
to surrender his shares and to become a 
member of another corporation embarked 
upon an enlarged or different venture, 
whether the change in the enterprise be 
accomplished by merger, consolidation, or 
sale of assets. On the other hand, minority 
shareholders should not have the absolute 
right to block a desirable amendment which 
has the approval of the management and 
the great majority of the stockholders. 
Their interests are sufficiently protected if 
they are allowed the alternative of selling 
their stock at an appraised value. * * * 

‘Amendments which change the scheme of 
management of the corporation by altering 
the number or method of election of direc- 
tors have not been so frequently construed 
by the courts. It will be recalled that one of 
the amendments involved in the Dartmouth 
College case increased the number of trus- 
tees and permitted the State authorities to 
name the additional trustees. There are a 
few decisions in accord, holding that the 
legislature may not impose upon the cor- 
poration an amendment changing the num- 
ber or personnel of the trustees of an 
educational corporation. But amendments 
increasing the number of directors are now 
usually upheld upon the theory that the 
change thereby effected is non-fundamental. 
“It is a change respecting modus operandi 
merely; a change, not of the nature or pur- 
pose or character of the company, or of the 
company’s enterprise, but a change of the 
instrumentalities and agency—the machin- 
ery—by which that purpose is to be effected 
and that enterprise carried on.” In other 
words, amendments increasing or diminish- 
ing the number of directors can usually be 
sustained on the theory that they relate to 
the internal organization of the corporation. 

‘However, where cumulative voting in the 
election of directors is provided for, an 
amendment which reduces the number of 
directors and thereby lessens the effect of 
the minority’s voting power would seem to 
be objectionable. By making it necessary for 
more shareholders to combine in order to 
obtain minority representation on the board, 
such a change may have the effect of freez- 
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ing the minority out of a voice in the 
management of the corporate affairs. An 
amendment producing this result would un- 
doubtedly be held invalid as an interference 
with a vested right of the minority stock- 
holders. 

‘Additional capital can often be raised, 
where the capitalization of the corporation 
is relatively small, by the issuance of addi- 
tional stock. A corporation, however, has no 
implied power to increase its capital stock; 
it can only do so where the authority is 
expressly conferred either by statute or by 
charter under legislative sanction. Amend- 
ment of the charter to authorize an increase 
of stock has been frequently resorted to. 
The question whether such an amendment 
may validly be made by a majority of stock- 
holders is complicated by the fact that this 
amendment seldom stands alone. It is almost 
always linked with other changes which 
may or may not be valid. * * * 

‘As to the major question, there are de- 
cisions to be found on both sides; the split 
in authority presents the usual cleavage 
induced by different interpretations of the 
extent of the general reserved power. 

‘Those courts which deny to the majority 
the power to make such amendments adopt 
as their minor premise the proposition that, 
to increase the capital stock of a corporation 
by amendment in excess of the amount 
authorized by the charter is a fundamental 
change of the original contract, which re- 
quires the unanimous consent of the stock- 
holders for its acceptance. * * * 

‘The justification for the contrary view, 
that the majority can increase the capital 
stock by amendment, is the general eco- 
nomic need for this power. Business done 
through corporate forms demands a vari- 
able financial set up. * * * 

‘Upon much the same reasoning most 
courts have reached this result where the 
amendment had for its object the reduction 









84 Tamed T° 


of the capital stock. However, a decrease of 
the capital stock might have a more harm- 
ful effect upon the dividend and distribu- 
tion rights of the stockholders than that 
arising from an increase of stock. This 
might well be the case if, for example, there 
were two or more classes of stock outstand- 
ing and only the shares of common stock 
- were reduced. This case, however, never 
seems to have arisen. The courts have sev- 
eral times been called upon to construe 
amendments retiring the preferred stock, 
and these amendments have usually been 
sustained. 

‘Where there are already two or more 
classes of stock outstanding, and the ma- 
jority seek to amend the articles by super- 
imposing a new class of preferred stock 
upon the existing stock, the problem be- 
comes progressively difficult of solution, as 
the change is certain to affect one class of 
stock differently from another. A variety 
of factual situations have been presented to 
the courts for solution. * * * 


‘The courts have been unanimous in hold- 
ing that the minority cannot prevent the 
amendment of the charter so as to permit, 
as authorized by a statute enacted after the 
formation of the corporation, the issuance 


of stock without par value to replace shares 
with par value. * * * 
‘A very drastic type of amendment is that 


making non-assessable stock assessable. 
There is an even conflict of authority on the 
validity of such an amendment. It has uni- 
formly been held that the State, may, under 
the reserved power, impose additional or 
double liability upon shareholders of cor- 
porations for the better protection of cor- 
porate creditors. These cases have been 
cited by some courts as authority for 
amendments making non-assessable stock 
assessable. There are two essential differ- 
ences between increasing liability ta credit- 
ors and making non-assessable stock asses- 
able (1) The purpose of increased liability 
is to protect creditors; its primary sig- 
nificance reaches beyond the corporate group 
and corporate welfare. Whereas the purpose 
of making stock assessable is to benefit the 
corporation by improving its financial 
status. (2) Amendments increasing liability 
to creditors are made compulsory upon the 
corporation as an exercise of the police 
power. But an amendment making non- 
assessable stock assessable is accepted or 
adopted by the majority. For these reasons 
a Montana decision which ignores the dis- 
tinction and treats the two kinds of amend- 
ment as alike seems very questionable. 
Merely because the legislature can impose 


an amendment upon the corporation it does 
not follow that the majority may be author- 
ized to make the same or similar amend- 
ments, although one careful writer has 
thought otherwise. It may safely be asserted 
that the average investor in corporate 
securities is vitally interested in obtaining 
an investment which purports to be fully 
paid and non-assessable. To break down this 
safeguard by an amendment under a gen- 
eral reservation of the power of amendment 
is to change the stockholder’s contract in a 
manner which he was not bound to antici- 
pate. 

‘A majority of the stockholders have at- 
tempted to interfere with a number of 
special rights of the shareholders by amend- 
ing the charter. Amendments changing the 
price at which preferred stock could be 
redeemed or removing the right of redemp- 
tion altogether have been upheld. But an 
amendment is invalid which would abolish 
an annual sinking fund for the purchase or 
redemption of preferred stock. The con- 
tractual obligation of the corporation to set 
apart a definite sum each year for the re- 
demption of the preferred stock was held 
to be a vested right. In the absence of a 
statutory or charter provision imposing the 
duty, the corporation is under no obligation 
to establish and maintain a sinking fund 
for the redemption of stock. Hence, the 
sinking fund provision was a special fea- 
ture of the preferred stock which gave it 
value, an inducement to its purchase. And 
it cannot be said that this is a matter of 
public interest since the statute is silent on 
the matter. 


‘Amendments readjusting the relative 
rights of different classes of stock to par- 
ticipate in dividend distribution evidence 
an extreme use of the reserved power. A 
direct reduction in the rate of dividends 
which the corporation had originally agreed 
to pay has been considered to be beyond the 
power of the majority to effectuate by 
amendment, irrespective of any question of 
unfair discrimination between different 
classes of stockholders. 

‘Almost all courts are in accord on the 
proposition that a holder of stock, upon 
which a cumulative dividend has accrued 
and which remains unpaid, has a vested 
interest or present property right, which 
may not be extinguished by amendment, in 
an existing surplus which might be lawfully 
applied to the payment of such accrual to 
the extent of the arrears upon his stock. 
Even though the right of stockholders to 
dividends in arrears on cumulative stock 
cannot be taken away, it is extremely diffi- 
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cult to secure a practical realization of the 
right. 

‘Amendments changing voting rights have 
occasioned some difficulty. The right to vote, 
except where it is expressly denied by the 
charter, is an incident to the ownership of 
corporate stock, and is a vested property 
right. 

‘* * * There is probably no actual appre- 
ciable injury to minority shares in curtail- 
ing their right of franchise, since their votes 
possessed little significance at any time, 
except as a threat of corrective action by 
resort to the courts. Therefore it is not 
startling to find that many amendments 
altering voting rights have been upheld. 

‘Legislation which authorizes cumulative 
voting at stockholders’ meetings has quite 
generally been considered a proper exercise 
of the reserved power. Viewed analytically, 
an amendment conferring upon stockholders 
the right to cumulate their votes does not 
result in any essential change in the rela- 
tive position of the shareholders, so far as 
the control of the corporate management is 
concerned. * * * It is quite another matter 
if the majority seek to alter the charter. so 
as to deprive all stockholders, or a certain 
class thereof, of the right to cumulate their 
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votes at meetings for the election of direc- 
tors. By substituting a method of simple 
straight voting for directors a valuable 
right is taken away from individual hold- 
ers; the effect of the amendment may even 
be to deprive a minority of all representa- 
tion on the board. * * * 


‘It is obvious from this review of the cases 
that there is no helpful general test for de- 
termining the validity of amendments to 
corporate charters adopted by a majority of 
the stockholders. Their validity will depend 
upon a variety of questions. First to consider 
is the question whether or not there is a 
reservation of power to amend contained 
either in the State statutes or the charter. 
Next to consider is the question whether the 
reservation of power be general or specific. 
Perhaps next in importance is the degree or 
the character of the change proposed, wheth- 
er it is fundamental or formal, whether it 
affects primarily the internal arrangements 
of the corporation or radically changes the 
scope of the corporate enterprise. Then there 
is the tendency of the jurisdiction in ques- 
tion—whether it is inclined to stress indi- 
vidual proprietary rights of stockholders or 
is inclined, on the contrary, to emphasize the . 
need for flexibility in corporate action and 
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development. Also the effect of the amend- 
ment is important—whether it does or does 
not produce discriminatory or unfair results 
as between stockholders or types of stock- 
holders. And the decision on validity may 
depend on the question whether the amend- 
ment is coupled with an opportunity for dis- 
senters to withdraw from the corporate en- 
terprise on fair terms. And finally, the valid- 
ity of the amendment may depend on what 
is usual, and therefore to be anticipated, as 
a matter of business practice. All these and 
perhaps other considerations have to be 
weighed in predicting the decision on a spe- 
cific amendment. They are the only helpful 
aids for prediction which we have.’ 

One hundred twenty-eight footnotes of ex- 
haustive citations and references. 


Investment Difficulties of Life 
Insurance Companies Cited 


Difficulties now being encountered by 
life insurance companies in finding sat- 
isfactory outlets for investment funds 
were illustrated by statements made by 
J. L. Loomis, president of the Connecti- 
cut Mutual Life Insurance Company, 
appearing in the current issue of the 
company’s house organ, “ConMuTopics.” 

“Government lending to farmers makes 
it practically impossible,” Mr. Loomis 
said, “for the Company to obtain loans 
within our statutory limitations at a 
reasonable rate of interest.” 

After explaining that his company 
has made “a determined effort to in- 
crease its holdings of high grade real 
estate mortgage loans,” Mr. Loomis said 
that in the first five months of 1934 they 
had made new mortgage loans for a total 
of only $344,943, of which only $2,943 
represented loans on farm properties. In 
the same period, a principal amount of 
$2,206,982 was paid off on farm mort- 
gages, and $219,047 on city mortgages. 

“With our best efforts in this direc- 
tion,” Mr. Loomis said, “we were able 
to replace but 14.2 per cent. of the loans 
paid off in cash.” 

Referring to the return on govern- 
ment obligations, Mr. Loomis said that 
“on a current market value basis, 31.8 
per cent. of the Company’s holdings of 
United States obligations net nothing 
held to maturity; 26.3 per cent. earns 
less than 1 per cent.; 13.5 per cent. from 


1 to 2 per cent.; 19.6 per cent. from 2 to 
3 per cent., and 8.8 per cent. in excess of 
3 per cent. 

“By careful and persistent search,” he 
continued, “we acquired during the first 
five months of the year, corporate securi- 
ties of the highest order in the amount 
of $5,895,300 par value; the effective rate 
of return upon these securities averag- 
ing something more than 4 per cent. 
Only by virtue of the fact that the larger 
portion of these securities was acquired 
early during the year, have we secured 
this relatively favorable return on the 
purchases so far made. 


“We are reluctant to make long term 
commitments at effective rates of in- 
terest approximating the level of the 
reserve rate. Whatever may be the rea- 
sons, a sufficient supply of securities to 
meet life insurance requirements at any- 
thing like a reasonable rate of interest 
is not now available. There is much divi- 
sion of opinion whether the drying up 
of new security issues is caused by lack 
of confidence, profits in prospect too thin 
to cover the risk, or the unwillingness 
of corporate officials to assume the de- 
gree of responsibility imposed by the 
recently enacted Securities Act. Inas- 
much as life insurance liability reserves 
accumulate at a given rate of interest, 
regardless of whether or not such in- 
terest is earned, it must be evident that 
our Investment Department is constantly 
searching with exhaustless effort for 
outlets that will satisfy the demands of 
trust funds of the highest order and 
return a reasonable rate of interest for 
the benefit of the vast body of policy- 
holders. 

“We are now midway between these 
two dominant ideas: Shall we carry short 
term money without any return, and 
wait for a better market, or make sub- 
stantial commitments in long term se- 
curities of the highest grade at very 
unsatisfactory rates of interest? 

“Fortunately the turnover in the in- 
vestment structure by maturity and re- 
investment is each year but a small per- 
centage of the whole. Changes in the first 
five months of this year in the Com- 
pany’s list of securities involves not 
more than 2.4 per cent. of the total.” 
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CONDENSED STATEMENT OF CONDITION 
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Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and East 9th Street and in 
Community Centers throughout Greater Cleveland and nearby. 


Assets 


Cash on Hand and‘in Banks... -  « $ 44,573,190.17 


United States Government Bonds and Cutan _ Home 
Owners Loan Corp. Bonds . ‘ i 49,282,488.53 


State, Municipal and Other Bonds and re snciaitinen 
Stock in Federal Reserve Bank, less Reserves . a A : 19,599,434.49 


Loans, Discounts and Advances, less Reserves . i ; F 155,212,550.37 
Banking Houses and Other Real Estate - ‘ ‘i 12,204,532.95 


Interest and Earnings Accrued and Other Rveieninis includ- 
ing Advance for Deposit Insurance . ‘ i. 4,474,467.35 


Customers’ Liability on Acceptances Executed ~ this Bank ‘ 49,388.29 
TWetehe . . «© © hl tlhltl tll 


Liabilities 


Capital Notes ‘ $ 15,000,000.00 
(Subordinated to Deposits and other Liabilities) 
Capital Stock 3 : e 13,800,000.00 
Surplus and “Undivided: ‘Profits a 2,994,530.27 
eee $ 31,794,530.27 
Reserve for Taxes,’Interest, etc. a eee oe ee 3,300,903.89 
DEPOSITS 
Demand . . . «« « «» «  95;148,760:26 
Time . ‘ . - 143,965,725.96 


Cash Balances of istes me Corpo- 
rate Trust Departments (Preferred) . 10,359,828.11 


$249,474,314.33 
Other Liabilities ™. ‘ 4 R ; ‘ ‘ 776,915.37 
Acceptances‘ Executed for Quan ‘ j 4 ; ie tas 49,388.29 


ele ~ © « « « «+ $285,396,062.15 


Member se \ — Member Cleveland 


Federal Reserve System ic ooo es Clearing House Association 





Keyed to the entire Pacific Coast 


The Bank of California places a tri-state Commercial and Trust 
service at your disposal. Headquarters in San Francisco; branches 
in Portland, Seattle and Tacoma. 

Decisions made here are made with a fore-knowledge of the 


complete Pacific Coast business and financial structure, in which 
this Bank has played a steadying part since 1864. 


TRUST * COMMERCIAL + FOREIGN + SAVINGS + SAFE DEPOSIT 


THE BANK OF CALIFORNIA 


NATIONAL ASSOCIATION 


SAN FRANCISCO 
Head Office, 400 Sansome Street 
Mission Branch: 16th & Julian Streets 


PORTLAND SEATTLE TACOMA 
330 S. W. Sixth Street . 815 Second Avenue 1o11 Pacific Avenue 





LIABILITY OF BANK AND TRUST COMPANY 
STOCKHOLDERS 


Survey by States Shows Whether Assessments Can Be Made, Source of 
Law, Attitude of Courts, Recent Cases, Legislative Action 
and Changes in Statutes 


HETHER holders of stock issued 

by banks and trust companies 

are subject to assessment and if 
so the amount of liability assumed is 
shown by a recent survey made by Hoit, 
Rose & Troster at the suggestion of 
TRUST Companies Magazine. 

Advices received from State banking 
department officials show the present 
status the so-called “double liability” 
provisions of the laws of their States, 
whether these laws have been upheld by 
court decisions, recent cases, if any, leg- 
islative action and recent changes in 
laws. Digests of these replies are pre- 
sented herewith, following excerpts from 
a statement by Comptroller of the Cur- 
rency regarding the individual responsi- 
bility of holders of stock in national 
banking associations, for assessment. 

Under date of June 23, 1934, J. F. T. 
O’Connor, Comptroller, addressed a form 
letter to “Board of Directors, the Bank 
Addressed,” which read in part as fol- 


lows: 

“It is important that national banking association 
should thoroughly understand the characteristic dif. 
ference between common stock issued prior to the en- 
actment of the Banking Act of 1933 (June 16, 1938), 
and common stock issued subsequent to that date. 
Common stock issued prior to June 16, 1933, carries a 
liability for assessment to restore any impairment in 
capital and a double individual responsibility for all 
contraets, debts and engagements of the association. 
This double individual responsibility is the so-called 
‘double liability. Common stock issued subsequent to 
June 16, 1933, carries a liability for assessments to 
restore any impairment in capital, but is exempt from 
the double individual responsibility for any contract, 
debt or engagement of the association. It is incor- 
rect, therefore, to describe or to refer to cemmon 
stock issued by national banking associations subse- 
quent to June 16, 1933, as ‘non-assessible.’ Certifi- 
cates of common stock issued subsequent to June 16, 
1933, by way of exchange, substitution or transfer of 
stock issued prior to June 16, 1933, whether on account 
of change of ownership, change of par value per share 
or otherwise, are not certificates of stock ‘issued’ after 
June 16, 1933, within the meaning of the statute and 
such stock continues to carry the double individual 
responsibility. 

“Preferred stock issued by national banking asso- 
ciations does not carry any liability for. assessment 
to restore any impairment in capital nor any double 
individual responsibility for any contract, debt or 
engagement of the association.” 


Alabama—State banks and trust companies’ 
stock does not carry double liability. 


Arizona—Double liability provision is part 
of State Constitution. All of their court 
decisions have upheld double liability. No 
recent action to repeal. No alternative 
proposed. 

Arkansas—Double liability provision con- 
tained in banking statutes, but not in the 
Constitution. No recent decisions sustain- 
ing double liability. There is a line of 


Arkansas decisions sustaining it. Act 15 
of the First Extraordinary Session of the 
General Assembly of 1933, effective Aug- 
ust 25, 1933, provides for the issuance of 
single liability stock. 

California—Double liability by legislative 
enactment. Amendment to Bank Act in 
1933 provides: 

“The liability imposed upon stockholders of bank- 
ing corporations organized under the laws of the 
State of California by the provisions of Section 196, 
Statutes of 1931, shall not apply with respect to 
shares in any such corporation issued after the 
effective date hereof, in any such corporation whose 
deposits are insured by the Federal Bank Deposit 
Insurance Corporation, pursuant to the Federal 
Reserve Act as amended.” 

This section has not been before the 
courts for interpretation. 

Colorado—Double liability is part of State 
statutes. No resistance of liability suits. 
No recent action to repeal. No alternative 
proposed. 

Connecticut—State laws do not require or 
create any liability for stockholders, as 
such, of State banks and trust companies 
beyond the amount of par value of stock 
held. No so-called “double liability.” 


Delaware—Stocks of banks and trust com- 
panies incorporated in State do not carry 
double liability. 

Florida—Double liability is provided for by 
statute and not by constitution. Supreme 
Court has repeatedly upheld constitution- 
ality. No action looking to repeal, but 
since creation of Federal Deposit Insur- 
ance Corporation and the Act of Congress 
relieving national bank stockholders from 
double liability, it is believed matter will 
be brought up in legislature next year. 
No alternative proposed. 

Georgia—Double liability of stockholders of 
State banks operating in Georgia is pro- 
vided for in the Banking statutes of State. 
Legality has been upheld in a number of 
cases by Supreme Court of Georgia. No 
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definite action to repeal; however, it has 
been suggested that the law be amended 
to coincide with the Banking Act of 1933 
to place State banks organized after de- 
posit insurance on the same basis as Na- 
tional banks, that is, to eliminate double 
liability of stockholders in State banks 
organized hereafter, where such banks 
obtain membership in the F. D. I. C. 


Idaho—State banks have no double liability. 
No recent court decisions. 


Illinois—Double liability provided for by 
State Constitution. Provisions uniformly 
upheld by courts of State. 


Indiana—Double liability provision on stock 
of State banks is a part of Constitution 
passed in 1852 and is reiterated in In- 
diana Financial Institutions Act passed 
in 1933. 


Iowa—Supreme Court has not had question 
of double liability presented to it as to the 
constitutionality of the act. Refer to 
House File 87, effective November 25, 
1933, Section 4: 


“Any corporation now or hereafter organized un- 
der the laws of this State as a savings bank, state 
bank, or trust company, shall have the power (pro- 
vided it assumes to have and exercise the same 
by appropriate provisions in its articles of incorpo- 
ration, or any amendment thereto duly adopted) : 

(a) To create and issue preferred stock of one 


or more classes, as well as common stock, and to 
fix the rights, privileges, preferences, limitations 
and conditions of such stock, such rights, privi- 
leges, preferences, limitations and conditions, how- 
ever, shall not permit such stockholder, either com- 
mon or preferred, in case of liquidation of .such 
bank, to share in the assets thereof before the de- 
positors shall have been paid in full; provided 
that no preferred stock shall be issued by any such 
corporation unless upon the approval of the Super- 
intendent of Banking of the State of Iowa. 

(b) To provide for the decrease of its capital 
stock upon the authorization of the stockholders of 
such corporation, evidenced by a resolution adopted 
by the affirmative vote of the amount of stock as 
required in its articles of incorporation to author- 
ize such change (or if said articles contain no pro- 
visions designating the required majority of stock- 
holders, then by the affirmative vote of not less 
than fifty-one per cent (51%) of the stock of said 
corporation issued and outstanding) either through 
a reduction of par value of stock issued and out- 
standing, or by a reduction of the number of 
shares, and to provide for the exchange of new 
shares to be issued for outstanding shares of such 
corporation, and to provide by similar methods for 
the increase of the capital stock of such corpora- 
tion ; provided, however, that any such action shall 
be subject to the approval of the Superintendent of 
Banking of the State of Iowa. 

(c) To declare any or all classes of its stock non- 
assessable when issued and fully paid for, except 
as otherwise expressly provided by law. 

(d) To exempt its stockholders and their private 
property from liability for the liabilities of the 
corporation accruing after this Act becomes effec- 
tive as law. 

(e) To exempt persons becoming stockholders 


after this Act becomes effective as law, and their 
private property, from liability for liabilities of the 
corporation, whether such liabilities accrued before 
or after this Act becomes effective as law. 

All preferred stock may be sold without first 
offering the same to the holders of common or 
preferred stock.” 


Kansas—Double liability on stock of banks 


and trust companies is a statutory pro- 
vision and a part of the laws which gov- 
ern supervision of banks. No recent deci- 
sions. However, an appeal was taken on 
double liability attached to shares of trust 
company stock. 1931 session of legislature 
amended the trust company laws so as to 
fix liability on shareholders of trust com- 
panies, making the bankling laws applic- 
able to trust company stockholders. 

The case appealed to the Supreme Court 
was an attempt on the part of the Bank- 
ing Department to collect shareholders’ 
liability on trust company shareholders 
who were shareholders before the enact- 
ment of this provision of the law. The 
department’s rights to collect double lia- 
bility were denied by the Supreme Court. 
The right to collect double liability from 
shareholders of State banks has not been 
questioned for several years and the laws 
of the State give the receiver of a failed 
bank a statutory lien on the property of 
the stockholder for the amount of par 
value of any shares of stock he may have 
in said bank. 

There has been little discussion as to 
matter of double liability upon shares of 
bank stock and no movement is being con- 
templated to repeal existing laws. 


Kentucky—Double liability is part of the 


Statutes. Upheld by Courts a number of 
times. No recent decision. At recent ses- 
sion of the Legislature, an Act was intro- 
duced to exempt stocks of new banks from 
double liability; however, the session has 
adjourned. In the Special Session recently 
assembled no mention was made in the call 
of bank legislation; thereore, no bank leg- 
islation can be taken up at this session. 
The next regular session convenes Janu- 
ary, 1936. 


Louisiana—There has never been double lia- 


bility. 


Maine—Double liability is part of the Re- 


vised Statutes. Section 93, providing for 
double liability, was amended December 
16, 19338, as follows: 


“‘As to deposits in, and claims outstanding against 
trust companies upon the effective date of this act, 
the liability of stockholders shall be as heretofore 
provided by law until terminated in accordance with 
the provisions of this section. As to any deposit 
made, or claim arising, after the effective date of 
this act, stockholders now subject to statutory lia- 





TRUS 4 91 


bility shall be liable to the extent of the percentage 
of the par value of their stock by which the sur- 
plus of the trust company falls short of 100% of 
its capital. If, at the effective date hereof, the sur- 
plus of any such trust company is, or at any time 
thereafter becomes, equal to the aggregate par 
value of its capital, the liability of stockholders, for 
deposits and other claims against such trust com- 
pany, shall cease and determine. Shares of common 
stock in any bank issued after the effective date 
hereof shall not be subject to any liability to the 
depositors or any other creditors thereof.” 


Maryland—Double liability provision is part 
of Constitution. The law provides that the 
Bank Commissioner is Receiver for all 
closed institutions, and in every case the 
Courts have upheld the double liability. So 
far, no action has been taken to change 
this provision of the Constitution. 


Massachusetts—Trust companies are the 
only state-chartered commercial banking 
institutions, and the double liability pro- 
vision appears in General Laws (Ter. 
Ed.) Chapter 172, section 24, which reads 
as follows: 


“The stockholders of such corporation shall be 
personally liable, equally and ratably and not one 
for another, for all contracts, debts and engage- 
ments of the corporation, to the amount of their 
stock therein at the par value thereof, in addition 
to the amount invested in such shares, and no stock- 
holder shall be allowed to set off any claim as a 
depositor in or creditor of either the commercial 
or savings departments against such liability. Sec- 
tions forty-six to fifty-four, inclusive, of chapter 
one hundred and fifty-eight shall apply to and regu- 
late the enforcement of such liability by creditors 
of the corporation.” 


No recent court decisions. In connection 
with the repeal of double liability, refer to 
Section 7(a) of Chapter 112, Acts of 1933, 
which exempts holders of preferred stock 
or certificates from liability. 


NOTE: The new Act of 1934 recently signed re- 
peals the ‘“‘double liability’? provision applicable to 
trust company stockholders on all future stock is- 
sues. The double liability provision, however, will 
continue to apply to present outstanding stock, 
though not to future stock issues. The old provision 
was found to be impracticable in operation, serving 
in the main to penalize the small stockholder and 
to discourage investment in bank stock. 


Michigan—Section 48 of the general bank- 
ing law provides that stockholders of 
every bank shall be individually liable, 
equally and ratably, and not for one an- 
other, to satisfy obligations of the bank 
to the amount of their stock at the par 
value thereof, in addition to the said stock. 
During regular session of Michigan Legis- 
lature in 1933, the banking act was 
amended by the passage of Act 270 P. A. 
1933, which provides in part as follows: 
“Sec. 2a. The additional liability imposed upon 
stockholders in any bank organized and existing 


under the provisions of this act as provided in this 
act shall not apply with respect to shares of stock 


issued by any such bank after the effective date of 
this act.” 


Effective date act—July 21, 1933. 


Section 28 of the Michigan Trust Act 
contains similar provisions relative to 
double liability on stock of trust companies 
as are found in Section 48 of the banking 
law referred to above, and at the First 
Extra Session of 1933, the Trust Act was 
amended by the passage of Act No. 5, 
which provides in part as follows: 


“Sec. 2a. The additional liability imposed upon 
stockholders in any trust company organized and 
existing under the provisions of this act, as pro- 
vided in this act, shall not apply with respect to 
shares of stock issued by any such trust company 
after the effective date of this act.” 


Effective date act—Dec. 8, 1933. 


Minnesota—The so-called double liability 


provision is a part of the Constitution. 
Just recently the Constitution was amend- 
ed eliminating this double liability, except 
as to State banks and trust companies. 


Mississippi—The double liability statute has 


been repealed as to all banks hereafter 
organized, and this liability has also been 
repealed as to all banks in existence at 
the time the repealing Act was passed 
which were members of Federal Deposit 
Insurance Corporation. 

Supreme Court in Pate case, 116 Miss. 
666, upheld double liability provision, 
which, of course, was before the repeal 
thereof. 

Senate Bill 227 passed by 1934 session 
of Legislature was approved April 2, 1934, 
and has been in effect since that day. 

No alternatives for double liability have 
been proposed. 


Missouri—Stock of banks and trust com- 


panies not subject to double liability. 


Montana—Double liability is provided for in 


the banking statutes. No recent court de- 
cisions regarding. No recent action has 
been taken to repeal double liability. No 
alternatives proposed. 


Nebraska—Double liability is a constitu- 


tional liability fixed by the Constitution. 

Several recent decisions have upheld 
double liability. In one of them, however, 
it was held that double liability does not 
accrue until after all of the assets have 
been exhausted. 

No recent action on the part of anyone 
to repeal the constitutional provisions. 

No alternatives suggested. 


Nevada—Banking Act of 1933 and the Ne- 


vada Act which was superseded thereby 
both contained a provision for double lia- 
bility of stockholders of State banks; how- 
ever, the State Constitution, article 8, sec- 
tion 3, reads as follows: 
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“Dues from corporations shall be secured by such 
means as may be prescribed by law; provided, that 
corporators in corporations formed under the laws 
of this state shall not be individually liable for 
the debts or liabilities of such corporation.” 


It is the personal belief of E. J. Seaborn, 
Superintendent of Banks in Nevada, that 
the above peculiarly worded ruling of the 
Constitution precludes imposition of 
double liability, but in order to settle the 
matter beyond question, he _ recently 
brought a suit for this purpose against a 
large stockholder in a closed state bank. 
This suit has been argued and submitted 
but no decision has as yet been handed 
down. Whatever the decision of the lower 
court the matter will undoubtedly be ap- 
’ pealed to the State Supreme Court so that 
probably at least sixty days will elapse 
before the question is finally settled. 


New Hampshire—Double liability provision 
in banking statutes. But applies only to 
such corporations as have been chartered 
since January 1, 1911. As there are very 
few of these institutions the statute has 
comparatively little meaning in New 
Hampshire. No recent court decisions on 
any phase of this subject, neither has there 
been any recent action to repeal the 
double liability, nor have any alternatives 
been proposed. 

Under new statutes passed in 1933 rela- 

tive to reorganization of banks, authority 
was given to issue preferred stocks of a 
temporary nature without any double lia- 
bility being attached. 
New Jersey—Laws relative to banks and 
trust companies do not contain any refer- 
ence to “double liability” on shares of 
stock of such institutions incorporated in 
this State. 


New Mexico—New common stock issued 


after November 2, 1933, carries no double 
liability and preferred stock also exempt 
by proclamation of Governor. 
New York—Note: No reply was received 
from the Banking Department, but the 
following is taken from press sources: 
Double liability is part of State Consti- 
tution. It is necessary to have the repeal 
bill passed two years running by the 
Legislature and then have it voted on by 
the voters of the State. The Senate and 
Assembly have passed the repeal bill this 
year. It is necessary to do the same in 
1935. Then repeal will be placed before 
the voters of the State in the Fall of 1935. 


North Carolina—Double liability provision 
of the Banking Laws is by legislative en- 
actment, passed in 1897 and sustained by 
many opinions of the Supreme Court. 


Legislature at last session in 1933 
passed Chapter 159, Public Laws of 1933, 
providing no double liability on shares in 
banks organized after date of enactment 
of this statute, and providing a surplus 
fund in lieu of double liability, which sur- 
plus fund may be set up by banks al- 
ready in existence. This surplus fund is 
the only alternative to double liability. 
Detailed reference to Chapter 159 is ap- 
pended. 


North Dakota—Double liability provision on 
stock in state banks is a banking statute. 
No recent court decisions upholding double 
liability, but there have been decisions in 
which this is apparently implied and ac- 
cepted by the court. No recent action has 
been taken to repeal this double liability 
statute. There have been no alternatives 
proposed for double liability. 


Ohio—Double liability provision part Con- 
stitution and the banking statutes. 
Recent court decisions have upheld 
double liability. No recent action has been 
taken to repeal. Neither have any alter- 
natives been proposed. 


Oklahoma—Double liability on stockholders 
in banks and trust companies is statutory 
provision and not a part of Constitution. 

There have been recent decisions of the 
Supreme Court of Oklahoma upholding 
double liability. No action pending to re- 
peal. Neither have any alternatives been 
proposed. 

Oregon—Double liability is in the form of 
an amendment to the constitution which 
became effective on November 5, 1912. 

Double stock liability is definitely estab- 
lished, assessments have been levied and 
collected without difficulty in connection 
with liquidations of state banks which 
were organized since the constitutional 
amendment became effective. The ques- 
tion did arise, however, as to double lia- 
bility attached to stock in banks organized 
prior to adoption of the constitutional 
amendment, but which had either inceased 
or decreased their capital stock subse- 
quent to the date when the amendment 
became effective. This question was sub- 
mitted to the courts in two cases and de- 
cisions were rendered by the Supreme 
Court of the State. Refer to Haberlach vs. 
Tillamook County Bank, 134 Oregon 279 
and Schramm vs. Done 135 Oregon 16. 

No action has been taken to repeal the 
double liability provision nor have any 
alternatives been proposed. 


Pennsylvania—Section 5 of the Act of May 
13, 1876, P. L. 161 as amended by the Act 





Tennessee — Incorporators 
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of May 3, 1909, P. L. 412 imposed double 
liability on the shareholders of banks in- 
corporated under the Act of 1876. 

Section 614 of the Banking Code ap- 
proved May 15, 1933, continues double 
liability against shareholders as it ex- 
isted prior to July 3, 1933, and provides 
a procedure for the termination of such 
double liability. 


Section 614: Liability of Shareholders.—As to 
deposits in, and claims outstanding against banks, 
bank and trust companies, or trust companies, upon 
the effective date of this act, the liability of share- 
holders shall be as heretofore provided by law un- 
til terminated in accordance with the provisions of 
this section. As to any deposit made, or claim aris- 
ing, after the effective date of this act, shareholders 
now subject to statutory liability shall be liable to 
the extent of the percentage of the par value of 
their stock by which the surplus of the bank, the 
bank and trust company, or the trust company falls 
short of one hundred per centum of its capital. If, 
at the effective date of this act, the surplus of any 
such bank, bank and trust company, or trust com- 
pany is, or any time thereafter becomes, equal to 
the aggregate par value of its capital, the liability 
of shareholders for deposits and other claims 
against such bank, bank and trust company, or 
trust company shall cease and determine. Share- 
holders of banks, bank and trust companies, or trust 
companies, incorporated under this act, shall not 
be subject to any liability to the depositors or other 
creditors thereof. 


Rhode Island—Stock in banks and trust com- 


panies does not carry double liability. 
South Carolina—Double liability on stocks 
of banks is provided for in the Constitu- 
. tion of 1895, and the Code of 1932. 

In the matter of recent court decisions 
regarding double liability, refer to case 
of Lee against Allan, 147 S. C. 167, 145 
S. E. 34. 

A resolution submitting proposed 
amendment to eliminate double liability 
from the Constitution was adopted by the 
General Assembly in April, 1934. The 
amendment will be submitted to the elec- 
torate in November, 1934, and if approved 
will be ratified by the General Assembly 
at its session beginning in January, 1935. 

No alternative has been proposed for 

double liability. 
South Dakota—Constitution provides for 
double liability of stockholders owning 
stock in banking corporations. This pro- 
vision has been re-enacted in the Bank- 
ing Laws and the Courts have repeatedly 
upheld its enforcement. 

No recent agitation to repeal double 
liability features of the banking law. No 
alternatives proposed. 
may assume 
double liability by writing certain lan- 
guage of the statute in the charter of in- 
corporation, and all certificates of stock 
issued must show that they are impressed 


with this double liability. Stockholders of 
such companies already organized may 
amend their charters and assume a double 
liability. This being a voluntary contract 
between the stockholders of a bank or 
trust company and its depositors, the 
Supreme Court has upheld the statute. 


Texas—Stock in State banks in Texas is 


subject to 100 per cent. assessment. This 
is provided in the Constitution. It has been 
attacked from many angles but has with- 
stood the test. In order to repeal this law, 
it is necessary that it be presented at a 
regular session of the legislature, the next 
of which will be in January, 1935, and 
voted on or ratified by the people of the 
State. There has been no alternative pro- 
posed. 


Utah—Double liability provided for in Con- 


stitution and the banking statutes. Recent 
court decisions have upheld double lia- 
bility. No action has been brought in an 
effort to repeal it; neither have any alter- 
natives for double liability been proposed. 


Vermont—Double liability on the stock of 


banks and trust companies is provided 
for in the Public Laws of Vermont, 1933, 
Section 6810, as follows: 


“Section 6810. Liability of stockholders and direc- 
tors. The stockholders of a trust company shall be 
held individually responsible, equally and ratably, 
and not one for another, for all contracts, debts 
and engagements of such trust company to the 
extent of the amount of their capital stock therein 
at the par value thereof, in addition to the amount 
invested in such stock, provided, however, that the 
provisions of this section shall not apply to pre- 
ferred stock or to stock issued in the organization 
of new banks or in reorganization of existing 
banks unless the articles of association so require. 
On certificates of stock which are not subject to 
assessment, it shall be plainly printed on the face 
thereof that it is non-assessable. A director or 
trustee of a trust company shall own not less than 
one thousand dollars worth par value or market 
value, whichever is greater, of the voting stock 
in such company absolutely unpledged and in 
either case the liability of such director or trustee 
shall not be less than one thousand dollars. Shares 
of stock necessary to enable a director or trustee 
to qualify shall be lodged with the treasurer of the 
bank and held by him free from encumbrance 
during the term of office of the owner.” 


Virginia—No double liability in regard to 


State banks and trust companies and 
never has been. 


Washington—Double liability is part of Con- 


stitution. 1933 legislature enacted a law 
requiring that before a bank or trust com- 
pany may be organized, the stockholders 
must secure their superadded liability, as 
follows: 

Section 3229-2. 1. No bank or trust company here- 
after organized ‘shall be authorized to transact 
business until each of the several shareholders 
shall have secured his superadded liability, as 








provided by the Constitution of the State of 
Washington, by depositing in pledge with the 
State treasurer, through the supervisor of bank- 
ing, either (a) a sum of money equal to the 
amount of stock subscribed by him, or (b) bonds 
of the United States or of this State having an 
aggregate par value of that amount, or (c) 
securities of other kinds in which a trust com- 
pany might then lawfully invest trust funds, 
aggregating in market value not less than that 
amount and being such as the supervisor will 
approve for the purpose, or (d) money, bonds of 
the United States or of this State and other 
securities of the kinds mentioned, aggregating the 
amount of his subscription to the capital stock. 
Money deposited and money received in payment 
of principal of securities shall be invested and 
kept invested by the treasurer, with the 
advice of the supervisor in bonds of the 
United States or of this State. The income from 
pledged securities shall be received by the treas- 
urer and be paid by him monthly to the bank or 
trust company as agent for its stockholders, unless 
there be a deficiency in the amount of securities 
on deposit, in which case the income shall be 
retained and be invested as money pledged. 


West Virginia—Double liability provided 
for by Constitution and in the banking 
statutes. Recent court decisions have up- 
held provision. No recent action has been 
brought in an effort to repeal double lia- 
bility; neither have any alternatives been 
proposed. 

Wisconsin—Double liability provision is 
part of banking statutes. No recent court 
decision upholding double liability as the 
matter has never been questioned as far 
as the statute has been concerned. No 
recent action to repeal double liability, 
although there has been some talk to take 
this matter up at the next session. No 
alternative has been proposed. 

Wyoming—Double liability is part of bank- 
ing statutes. Wyoming Supreme Court has 
recently upheld double liability. No action 
has been taken to repeal double liability. 
No alternative has been proposed. 


North Carolina Statute on Bank-Stock 
Liability 

Chapter 159 of the Public Laws of 1933 of 
North Carolina provides: 

“The stockholders of any bank hereafter organized 
under the laws of the State of North Carolina shall 
pay in, in cash, a surplus fund in lieu of the addi- 
tional liability imposed upon such stockholders by 
Section 21, Chapter 4, P. L. 1921 or Section 1, Chap- 
ter 121, P. L. 1925, which surplus fund shall equal 
fifty percentum of its capital stock, and said bank 
shall from the funds then in its hands purchase bonds 
of the State of North Carolina or the United States 
of America equal in face value to fifty percentum 
of the par value of the capital stock of such bank, 
which bonds shall be deposited with a Federal Reserve 
Bank or other bank approved by the Commissioner 
of Banks for such purpose, and such bonds and all 
bonds substituted or exchanged therefor shall be held 
by the receiving bank for the sole benefit of the 
creditors of said depositing bank in case of liquida- 
tion. The Federal Reserve Bank or other bank shall 
issue its receipt therefor in the manner and form to 
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be provided for by the Commissioner of Banks. The 
interest on the said bonds shall be invested in bonds 
of the State of North Carolina or the United States 
of America until the original investment and sub- 
sequent investments shall equal, in face value of such 
bonds, the total amount of the capital stock of such 
bank, after which time the interest on such bonds 
shall be paid to the bank. Whenever any substitution 
or exchange is made in the bonds deposited, such sub- 
stitution or exchange shall be in bonds of the State of 
North Carolina or the United States of America of 
equal par value. 

“That any bank organized and operating under the 
laws of the State of North Carolina upon the date ot 
the ratification of this Act, may provide, in lieu of the 
additional or double liability of its stockholders pro- 
vided in Section 21, Chapter 4, P. L. 1921, or Sec- 
tion 1, Chapter 121, P. L. 1925, a fund for the pur- 
pose of purchasing bonds of the State of North Caro- 
lina or of the United States of America for deposit 
as hereinbefore provided for new banks organized un- 
der the laws of the State of North Carolina in the 
following manner: 

(a) Whenever the Commissioner of Banks shall 
certify that in his opinion its unimpaired capital and 
surplus funds equal one hundred and fifty percentum 
of the par value of its capital stock, the stockholders 
at a regular meeting or at a special meeting called 
for the purpose may, by a majority vote, approve such 
action. 

(b) Notice of such action on the part of the stock- 
holders shall be published in some newspaper published 
in the city or town where the bank is located or if 
no paper is published in the city or town, then in a 
newspaper published in the county or in a newspaper 
having general circulation in said county, once each 
week for a period of ninety-days immediately follow- 
ing such action by the stockholders. 

(c) Upon completion of the publication herein pro- 
vided the Board of Directors may approve such action 
of the stockholders and thereupon file with the Com- 
missioner of Banks certified copy of (1) the action of 
the stockholders, (2) the notice, (3) affidavit of pub- 
lication, and (4) action of the Board of Directors. 

(d) The Commissioner of Banks shall, having first 
determined that the financial condition of such bank 
will not be weakened by such action, issue his order 
to the Board of Directors of the Bank, which shall 
be recorded in the office of the Clerk of the Superior 
Court of the county where the bank operates, authoriz- 
ing such action and investment. 

“The investment, when made, shall be in like man- 
ner and for the same purposes as provided herein in 
the case of the organization of new banks, and shall 
be held and maintained as in such cases herein pro- 
vided. 

“No new Bank organized under the laws of the 
State of North Carolina shall be permitted to operate 
until it has complied with the provisions hereof. The 
stockholders of any bank organized and operating un- 
der the laws of the State of North Carolina, upon 
the date of the ratification of this Act which shall 
fully comply with the provisions hereof shall be by 
such full compliance relieved of the stockholders’ 
additional or double liability imposed by Section 21, 
Chapter 4, P. L. 1921 or Section 1, Chapter 121, P. L. 
1925. The compliance herewith shall be deemed to be 
complete upon the acceptance by the Commissioner of 
Banks of the receipt herein provided for. 

“That any advertisement, on the part of any bank 
now or hereafter to be organized and operating under 
the laws of the State of North Carolina, having refer- 
ence to the surplus fund herein provided for, shall be 
subject to the approval and regulation of the Com- 
missioner of Banks. 

This act shall be in full force and effect from and 
after its ratification. Ratified this the 17th day of 
March, A.D. 1933.” 








H. P. Whitney Created Several Irrevocable Trusts—Appraisal of 
Estate Shows Sharp Changes in Stock Values 








EWSPAPER accounts of the ap- 

praisal of Harry Payne Whit- 

ney’s estate contained the fol- 
lowing statement: 


“James L. Skerritt of the law firm of Dun- 
nington, Gregg & Church, counsel for the 
estate, said in an affidavit that Mr. Whit- 
ney had made a number of trust runds 
which were irrevocable, and accordingly 
were not taxable. The details of the trusts 
were not given because the Commissioner 
of Internal Revenue had eliminated them 
from the Federal tax.” 


The reported gross amount of the 
estate was $72,740,838, and the net 
$62,808,829. New York State will collect 
a tax estimated at $9,513,013. Mr. Whit- 
ney’s death occurred on October 26, 1930. 

Bonds included in the estate were re- 
ported as having a current market value 
of more than $16,000,000, and stocks 
almost $41,000,000. 

Comparison of the value of these 
securities at the time of Mr. Whitney’s 


death and their approximate current 
market value reveals the following: 

Of the 55 bond issues listed, 17 showed 
declines in value, 32 showed advances 
and six were reported as unchanged. 
These six were of minor consequence, 
two being carried at no value as of both 
dates. 

The net effect of these changes in bond 
values was relatively slight, declines be- 
ing somewhat more than offset by gains. 

In. the stock list, many of the price 
changes were extreme. Forty-three issues 
with aggregate value of approximately 
$35,000,000 at time of death showed a 
net decline in value to approximately 
$19,000,000; whereas, seventeen issues 
with aggregate value of approximately 
$8,600,000 showed a net increase to 
more than $18,000,000. 

Sixty-five different stock issues were 
listed as unchanged in value. This num- 
ber included twenty-two issues for which 
no value was claimed on either date. 


Bond Holdings Showing Increase in Market Value 


SO Ce 0 IO Bie 6 vn. ck ovinaccssssteieersee 
Se Gr Oe I Bio 66.66.00. 6 neice scdevecvige 
827,000 Baltimore County 4148...........ccceeccecee 
150,000 Baltimore & Pub. Sch. 414s...........-000. 
Se I, CUD As cnc ccicccckcscosccedige 
ee CONE BR oc cc cas teen puss ewcenb tes 
149,000 Fed. Land Bank, Columbia, S. C............ 
7,000 Fed. Land Bank, Houston, Texas, 4%s...... 
144,000 Fed. Land Bank, New Orleans, 414s........ 
10,000 Fed. Land Bank, Omaha, 4%s..........+... 
10,000 Fed. Land Bank, Berkeley, Calif., 4%4s...... 
1,000 Fed. Land Bank, Baltimore, 4%4s............ 
20,000 Fed. Land Bank, Berkeley, 4%4s............. 
100,000 Fed. Land Bank, St. Paul, 4%s............. 
4,000 Fed. Land Bank, New Orleans, 4%s......... 
54,000 Fed. Land Bank, Omaha, 4%s...........+.. 
1,000 Fed. Land Bank, Spokane 4%s.............. 
30,000 Fed. Land Bank, Louisville, 414s.........-.. 
11,000 Fed. Land Bank, Omaha, 4%s...........+.. 
22,000 Fed. Land Bank, New Orleans, 4%s. Mates 


6,000 Fed. Land Bank, St. Paul, 4%s.... 
31,000 Fed. Land Bank, Wichita, 4%s.... 
45,000 City of Kansas City, 4%4s.......... 
10,000 Missouri State 4448.......ccccseeees 
150,000 New Jersey State 44s............. 


ZEOOS Gremom Seabee G5bS... cccccccccccvcccccccesens 
sa tienic s-0 ocmalh-nae 04 wee mens 
a iad acs. a elibia eS eaia meee 

TG SSO POSE, GOGig. Gis ccccccccccccsecssecccevins 
ee eee SO eer 
Ee i IE Bins 4400 hob d6vscwaccsedooeesens 
1,453,000 Hudson Bay Mining & Smelting 6s.......... 





Value Approx. 

At Time Current 

of Death Mkt. Value 
EE Ee re er ee $370,262 $415,000 
spiaigip alone sia digie Saran waneere 135,861 156,000 
ndoeunt'eesreeaee asses 338,811 366,240 
piedewhwe cesses teanaietecee 269,374 379,200 
Hédhvreneebeeeseeweswhe ees 350,000 399,000 
Ss attics 6 welt rw lati aliend sake 524,374 535,000 
je paeweeiach haus ewan eae 140,805 149,372 
st ous ila se serra maw oat ae Rca 6,615 7,017 
SERED PD eee es. 136,080 144,360 
Ch edeeeteebass eeCeReRa eS ,450 10,025 
viele ce eee Reve wa aeudaneeee 9,450 10,025 
Pip ain eee we earn beam alee 985 1,002 
ER PR ee ee 19,700 20,000 
oieiatn aida levels dpranie eam alae aaa 98,500 100,000 
ced webbed eee eked kaoeees 3,940 J 
v0 004056600040 00 08 Dem aS ee 53,190 54,000 
i exiled acne asa 5 1,000 
ER RE een en oie eae Oe 28,350 30,075 
eT Oe ee ee ee 10,835 11,000 
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Bond Holdings Showing Decrease in Market Value 


Value 
At Time 
of Death 
oo. ccc cccedoceecccceccesces en eceseeceesesosestses - $450,250 
280,000 City of Detroit 4568. ..........ccccccceces racic ek ere bkam st ea bliek Pesan - 288,620 
eS a os ke 540 or Rags es oe teh oboe Deache anne ns - 120,000 
ee Or I OR, BG, gc cicie cc ncesscesecccecbseecesseressecoseee - 108,250 
500,000 Houston School, 4348.........-.-+seeeeeee: BEER RK Gar TO are 520,000 
600,000 Hudson River Regulating 4.7s............... ne ee ee - 624,123 
380,000 City of Huntington, W. Va., 4%4s.......... A hai cada in nc eikie ew anee nueete 391,400 
es, oa ch cscs co ceeeeescecetecessecosescscns - 516,729 
TOR nce svccclecocnveccecss I eR Pn eee ee 78,750 
350,000 City of Los Angeles 5s..............++..- SS Ser eer en Te er re - $86,124 
125,000 Muskegon (Mich.) + pene 4's ere ieedive EES, MEE reg ey - 126,250 
6,280,000 New York City 4%4s...... ated wae ieaa een DEE ey ears ea epee - 6,530,400 
500,000 Paterson, N. J., 4 : eer pnnew neem SE SEE RAE EES OF - 611,000 
210,000 wi 6.x 0-06 bdro n.08- Ode eedie toda bic dbiad ded weeeensdaabeuee - 282,050 
SE OD Bcc ccc vccsccessccesccse ESET A Ee eee - 288,150 
75,000 South Dakota, State 5s.........cccccceeees Macetthseees eendewesnstenen ° 79,562 
25,000 South Dakota, State 4%s.............- ciDbes 6d0 04a Csc eee ehon Ceaates ‘ 25,031 

Stock Holdings Showing Increase in Market Value 

Ee RI COND BOs onc cc cccescccccccvesse Ee ere ee eg eT - $15,385 
21,800 Aviation Corp. of Americas com........... at a sasiasassncafl ate aate rah aon - 780,300 
Se ees, Ce, eee BE, GO BOO, GA, COMB... cn ccccccccccccsccasecocecece _ 19,275 
2,140 Curtiss Wright Corp. com., A............-- FLITE SR EE EEE ae eer ° 12,978 
I I ON ns ccc ceceredecesceesenctsoseceeeeecees - 1,050,000 
1,900 Golden Cycle com.........cceseseeees SE EE SMT A tee aera u 23,750 
741,500 Hudson Bay Mining & Smelting com Seid eke one nee uae vid Soin ae mars - 8,707,500 
8,500 Liggett & Myers Tobacco com............- AE EO rere - 808,000 
"700 Liggett & Myers Tobacco com., B.......... Sismuade ai doatsan ee ecvise 4 - 62,081 
250 Metropolitan Opera Co. com............--- Ree OR Oe i A Se a ‘ 7170 
800 Nevada Consolidated Copper com.......... tO Sa BORE eee ae ee ‘ 7,950 
in 27 hee acon wn web me see clc aga a hana Dba dae és400 580% ‘ 66,500 
I LE POET EET EET TEESE ELE EET Eee TE TTT TE ee - 545,125 
rr eC Meo. test cbcoceccobbseeseesesesscscesees - 495,000 
ee eg can 6's eae eb cee beta rniNneedeesmenecamam 281,247 
NS eee ere 271,635 
Bee UNO DUNEED TOURED GO. COUR. . ccs ccc sccccceccccccicesced O awiniah aie 1,009,062 


Stock Holdings Showing Decrease in Market Value 





IS IEICE ELE FOP EEE PT EET FECT TESTE TEE TCT $69,719 
a al aa tala Re SMe dha dale’ s bake chee US ERAS 350,000 
Cee Memmeseeem Biases FPOUMMGTIES GOMR. 2... 5 ccc ccccccccccccccccceccccesscece 247,500 
ee eae a alk aida debe Cea ae paw ee ne bed see nee eee oneee 249,942 
rr i ee cae 5 Ca whee kee es ce Rees eeniond a peenn ewe 600,000 
7,038 1-8 Aviation Corp. of Americas warrants. ..............ccsccccccccccsencce 7,033 
alee a 4:5 cece ibia bec eee a aie been del 2,470,000 
ee ee, PO Ee OE, UNE WIDE. og. cc ccccces coccscvccsonsesccsscese 500,000 
376 Gontral Hanover Bank & Trust COM. .... 2... cccscccccccccccccccceses " 47,502 
ns nos vie eciscetangeeeeseeveoeesesesecenes 490,000 
NE _ NN SEI EI TEL EOI PALO TL OT PE TCE OTT LTTE ET OTT 474 
De a aks a wehueled dive bee e Mouse Pe eew bate ee 5,000 
I ie So ag th ade 6R SCO REVERS TOON ROC ECCS ERAN O ESS 66,000 
ee ok bab ee ebeen ewes tbe a6 :e nce icone Seas bone ae 105,000 
rr i ks Cee he eee ee eee bane Sadnes s00%68 29,558 
NG 6 oo 5d eso en sense tececcge Reweges baceene 802 
I ID GOR ooo oc as ccc ccccccccndecesocneses seceesenenece 3,670 
sk Wig cd ged Cale Slee WOOS CES CE MERCER RE SCOR DaRe Ede Oe « 1237,672 
a iw gricdp Gd MARS SOeNe EES A RRO e RS CORE 6,918,494 
1,890 International Cigar Mach. Com. .........,cccscccccccccscccccscccccces ° 90,720 
ee eS ED OD: BARS BOR. o.oo occ ccc rerececcsceseccrscedsveceoess 495,000 
a a ars a wiprpced wand Sh'pie et MEREN SS a0 Re 6 Gale eweee bo melee 11,142 
Nn. ovo RCM ASA MESES OES REEEECRERERE CODERS DERE OES 56,138 
ES CEE ROT TET EL ET Tee Te Tee ee 92,225 
eres Ce “WUE, COG, GOR. . o oinc cececpccccercseraesesecbsdececesencs 11,625 
ee OO Be noc cocceccetnetosscebesesccegceons ce 2,762,500 
a ak Guid: ban din ae. ceed Kebe oes Dee ane ee daw es eee ee Ee 
Dee eos tia SAN Se aS CAN ERA RE RRA ECs CAD OHMS SOE OD 
800 Prairie Oil & Gas com....... 
4,250 Rio Grande Valley Gas com 
ee rrr eee ee . 
EE re ye ee ey See ere 
20,000 St. Louis, San Francisco Rwy fpd...:........cccccccccccecccecccscecs - 1,582,500 
MU oo a a6.0. 0 5.06 bee 00e bb CACC SERS TOOCR CED EES SeO' . 70,625 
SEE OPE ET TET Te Ee POT Te ere Tee - 524,375 
5,000 a ae as at gash ha RO OIE RON He RO MOD kw iere a aicbce 6 aleel 435,000 
Se, cs a 6 ora wih bbb a Gd et oe bScewe ene ew asis awneews ae 2,580,654 
rr en. oc cr ce ecneteseesesesscnsseesesenneene 1,207,554 
rr rr ee bcc c see ceec cess nceescccconecesetosens 3,590,075 
73,680 Standard Oil of New York.......... A aa yee Ven Race eras eee tere - 1,924,890 
eA nk asl). on o4.0k 8 6 ORS Bee cie Soe PEC R eee eee oN we be-5.0 1,336,500 
De WOUGRRE TRIO, TEIABTEDR GONE. 2... .cccciccccccccsccccccescccseccesocese 4,456,000 
15,000 Western Electrical Instrument com............cccscececccceecceceeeee ‘ 393, 750 


Approx. 
Current 
Mkt. Value 


$352,750 
238,000 
96,000 
90,000 
505,000 
500,000 
380,000 
407,650 
75,000 
385,000 
125,000 
6,397,200 
450,000 
231,000 
285,600 
75,000 
25,000 


$19,910 
763,000 
86,737 
21,667 
1,080,000 
37,050 
10,381,000 
334,250 
68,250 
1,000 
8,400 
475,000 
658,600 
660,000 
1,366,663 
281,983 
1,769,994 


$15,812 
60,000 
132,000 
107,310 
200,625 
2,813 
1,235,000 
370,000 
21,924 
16,250 
237 

750 
24,000 
30,000 
21,734 
267 

2,202 
74,299 
4,804,138 
41,580 
365,000 
6,661 
54,723 
50,375 
3,600 
1,434,375 
225,000 
298,530 
8,000 
1,062 
43,125 
20,000 
70,000 
51,250 
121,250 
161,250 
1,695,204 
815,052 
2,868,800 
1,188,090 
787,875 
1,472,000 
172,500 


=i 
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Stock Holdings Listed As Unchanged in Value 


Approx. 
Mkt. Value 
$3,394 Alma Prsp. Min. & Inv. Co., com. $5,091 
2,252 American Ship & Com. Corp. com. 2,252 
1,206 Ames. S. & Drydock Co. com.... 90,920 
308.5722 Angola Mines rights............ 83,613 
50 Astoria Steel com............... 0 
100 Beaconsfield Corp. com.......... 327,199 
12.91 Benson Iron com............ a? 0 
69,791% Cache Quick Dredging com...... 0 
30 Caementius Sales com........ ia 0 
1 Camp Harmony Ang. Club com.. 22,000 
100 Century Opera com............. 0 
4,000 Colorado Corp. ............. os 0 
30,000 Colonial Silver Mines com...... 0 
2,656 Complex Ores Recoveries com... 0 
1,040 Congo Mines rights............. 221,509 
5 Conway Electric St. Rwy con... 0 
2 Deepdale Golf Club......... ... 4,000 
8,448 Eastern Steel Co................ 0 
11,530 General Petroleum .units......... 3,459 
166,665 Gold Canyon Dredging com...... 820 
10 Hamilton Co. Natlinal Bank com 1,500 
89,853 Iona Gold Mining com........... 0 
1 Kellenworth Corp. .......... tial 3,000 
5 Lee Hotel Co. com.......... Ng 0 
1 Links Holding Corp. com........ 0 
16 Lone Folet Ce. oomh.........-% 20,000 
10,000 Mackinnie Oil & Drilling com.... 200 
194,088 Mammoth Oil com.............. 0 
200 Manatie Full. E. M. & N. Co. com 0 
125 Matawok Land Co. com.......... 500 
200 Meadowbrook Land Co. com..... 200 
150 Metropolitan Opera & R. E. com 75,000 
16.6850 Met. St. Rwy. Co. pfd.......... 0 


Approx 
Mkt. Value 
1,000 Milliken Co. COMB... .ccccscocccvs 0 
10 National Golf Links of America.. $1,500 
10 National Polo Pony Society com 100 
100 Wow ‘Teme: GUGM c sos nese gas 0 
11 Newport Casino com............. 275 
41 Newport Country Club com...... 1,025 
1 Newport Fishing Club com...... 1,000 
2 Newport Reading Room com..... 400 
50 Newport Trust Co. com........ 11,250 
Db Gee: GO. OR hic 6kr secre k es vd 5,000 
500 Perry-Payne Co. com............ 458,500 
250 Piping Rock Club Realty........ 1,000 
5 Piping Rock Racing Assn. com.. 0 
1 Pocahontas Following Club...... 5,000 
299,070 Rawley Mines pfd............. 1,914 
11,900 Rimu Gold Dredging pfd........ 29,750 
5 Rumson Country Club com...... 25 
333 Saratoga Racing Assn........... 23,310 
1 Searingtown Corp. .............+ 5,200 
2,500 Southwest Coast Land Co. com.. 203,750 
10 Tallahassee Country Club........ 675 
1,830 Fa, SEG 05 c5 a8 2x0 ds 0cse sks 36 
40 Thomasville Ath. Stad. Corp com. 0 
100 Thomasville Winter Hotel Co. com 0 
64,483 United Gold Mines.............. 483 
1,055.286 United States Motor pfd......... 0 
350 Valley Land Co. com............ 4,997 
5,564 Westchester Racing Assn. com... 556,400 
94.88 West Dome Oil com............ 948.80 
500 Whitney Realty Co. com......... 1,360,436 
1,144 J. A. Wigmore Land Co. com.... 185,997 
96,001 Yuba Cons. Gold Fields com..... 81,600 





WEALTH ONE HUNDRED YEARS AGO 





The inventory of the estate of one John 
Taylor, filed in February of 1934, revealed 
property valued at $131,991, and included the 
following items: 


100 shares Merchants Bank—$5,000 

100 shares Guardian Insurance Co.—$5,000 

49 shares Mutual Insurance Co.—$2,450 

shares Dutchéss Turnpike stock—Unproductive 

share Clinton Hall Assn.—Unproductive 

Household and Kitchen furniture valued at $1,500 

Rents due—$1,361.20 

Church pews (listed as “supposed real estate’’) 

Balance of John Taylor’s private account with 
Taylor & Sons—$116,592.71 

Cash found in drawer—$.18 

One Barouche Waggon—$90 

One Sett of Harness—$10 

One Brown Horse—$75 

One Gray Horse—$50 


- © 


Other items of personal property were 


black and red cows, carts and harness, pitch- 
forks, plow, saddle, and other rural accoutre- 
ments. 

According to an inventory of personality 
filed in May of 1834, DeWitt Clinton’s estate 
contained the following items: 


“Nine hundred and thirty-four dollars in money. 
One thousand dollars supposed to be in the Branch 
Bank of the U. S. in the District of Columbia valued 
at $891.01). Two hundred dollars a supposed Claim 
against the General Government for services as a Civil 
Engineer—$450.13. One pair Pocket Pistols, Flask, 
ete., $2.12.” 


A leveling instrument, compass, blow-pipe 
and other engineering tools, together with 
a large engineering library and a few other 
personal belongings made up an estate whose 
total value was only $2,398. 


































































Our experience of 32 years 
and the constant analysis of 
conditions affecting Estate 
Administration in New Jer- 
sey are at the disposal 
of banks seeking Fiduci- 
ary Representation in this 
section. 


> 


THE 


PLAINFIELD TRUST 
COMPANY 
Plainfield New Jersey 


MEMBER FEDERAL RESERVE SYSTEM 


Commission to Study Bank Laws 
Favored by F. M. Law 


“What the banks are doing to aid 
American business,” was summarized by 
Francis Marion Law, president of the 
American Bankers Association in a 
broadcast July 9 over a nationwide net- 
work. He said in part: 

“The banks of the nation are provid- 
ing the machinery through which pass 
daily many millions of checks and drafts, 
aggregating hundreds of millions of dol- 
lars. 

“They are largely financing the Fed- 
eral Government in its Recovery Pro- 
gram, likewise the current credit needs 
of States, counties, cities, public schools 
and other political sub-divisions, all of 
which have intimately to do with the 
daily affairs of all of the people. 

“Each week banks throughout the 
country are making hundreds of thou- 
sands of new loans and renewing and 
extending old loans for a vast number 
of individuals, corporations and partner- 
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ships, incident to agriculture, industry 
and trade in every community. 

“Through their trust departments they 
have faithfully carried on throughout 
the depression and are protecting trust 
funds placed in their care against the 
worst shrinkage of values ever known. 
Included in this activity is the service 
the banks are performing in connection 
with administering the affairs of widows 
and orphans. Through their savings and 
thrift deposit departments they are fur- 
nishing safety for the accumulations of 
many millions of people and on this class 
of deposits reasonable interest is paid.” 

After pointing out that the banking 
structure has been greatly strengthened, 
Mr. Law expressed the belief that “an 
able and non-partisan commission should 
be set up to make a study of our numer- 
ous banking laws to the end that a prop- 
erly correlated banking system might be 
worked out and submitted for considera- 
tion to the next Congress.” 


‘Give New Measures Fair Trial’ 
Is Advice of R. S. Hecht 


“Relations between the Administration 
in Washington and the banking frater- 
nity are today far better than they have 
been at any time since March 4, 1933,” 
said R. S. Hecht, chairman of The Hiber- 
nia National Bank in New Orleans and 
first vice-president of the American 
Bankers Association, July 3, before a 
joint session of the North and South 
Dakota Bankers Associations at Dead- 
wood, S. D. 

After paying a high tribute to the 
work done during the last year by F. M. 
Law, president of the American Bank- 
ers Association, in presenting to the 
Administration the attitude of bankers, 
Mr. Hecht said that while he hoped that 
bankers would continue to be welcome at 
the White House to express views on the 
principles of sound banking, even those 
views are in conflict with those of the 
Administration, “we owe it to ourselves 
and to the President not to oppose, as 
our association has so frequently been 
accused of doing, every proposal of bank- 
ing legislation and every departure from 
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the old order of things but that, on the 
contrary, we go along in a truly coopera- 
tive mood and give a fair administrative 
trial to the new measures that have been 
actually passed, whether they refer to 
Deposit Insurance, new lending agencies 
or additional restrictions and supervision 
of banking and credit. 

“In the long run this will no doubt be 
the most effective and helpful plan for 
hastening the progress of recovery and 
the return to more normal credit condi- 
tions which will permit the government 
to gradually retire from some of its 
emergency activities, and once more per- 
mit private business to take its natural 
place.” 


Assignment of Life Insurance 
Policies Discussed 


“Life Insurance as Collateral” is the title 
of a booklet issued by the Phoenix Mutual 
Life Insurance Company of Hartford, Conn. 
A letter just received from Cyrus T. Steven, 
the company’s advertising manager, de- 
scribes the booklet and offers complimentary 
copies to readers of TRUST Companies 
Magazine. 

“It is an authoritative discussion of the 
legal problem involved in the assignment of 
life insurance policies as collateral for 
loans,” Mr. Stevens writes. “It also contains 
suggestions as to the proper method of 
effecting such transfers. As a reference book 
it is of considerable value to those who need 
to have the information it contains and we 
believe it is the most comprehensive analysis 
of the problems involved that has ever been 
made. 

“The booklet was prepared under the direc- 
tion of B. L. Holland, associate counsel of 
this company. In the beginning Mr. Holland 
began to study the problems from the stand- 
point of our own company and from the 
viewpoint of our various policyholders in 
order that he might be in a position to give 
sound advice to our clients. His activities 
soon brought him in touch with officials of 
several prominent New England banks who 
asked him to survey the existent assign- 
ments in their own portfolios in order to 
make sure proper title had been conveyed 
to the banks. 

“Mr. Holland soon discovered that in many 
instances the transfer of title was not all it 
should be. Apparently bank officials had not 
always realized that life insurance policies 
were different in many respects from other 
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Regulation Service 


This Service supplies the full text of all 
Federal law regulating Stock Markets, 
Grain Exchanges, Commodity Exchanges 
and Cotton Exchanges—and other related 
laws. Registration of stock exchanges and 
securities, the filing of reports by cor- 
porations and their officers, the regula- 
tions of over-the counter markets—are 
fully explained. The Service brings you a 
thorough treatment of margin require- 
ments, restrictions on floor trading, use 
of proxies, and the manipulation of 
securities prices—supplemented by a full 
discussion of all judicial proceedings 
and penal provisions established by the 
law. All official rules and regulations, 
prescribed forms, etc., will be incorpor- 
ated in the Service as issued. Sixteen 
tabbed guide cards, the Cumulative In- 
dex, Legislative Record, Case Tables, 
Bibliography and Topical Index put 
everything under easy control. 
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forms of collateral with which they were 
very familiar. 

“After these services were completed and 
Mr. Holland had made recommendations 
which probably saved the banks involved 
from actual losses or enabled them to avoid 
expensive litigation, we decided to publish the 
facts and legal background for the recom- 
mendations in order that bankers might have 
the information in convenient form. 

“We will be glad to furnish copies of the 
book to any of your readers who would like 
to have them. All they need to do is to write 
to us asking for a copy.” 


205 WEST MONROE ST., CHICAGO 


Federal Reserve May Admit 
Purely Fiduciary Companies 


The Federal Reserve Board is now 
willing to consider for membership in 
the Federal Reserve System trust com- 
panies doing substantially no commer- 
cial banking business, according to a 
brief announcement issued July 6. This 
is a reversal of the position taken by the 
Board for several years. 

An announcement regarding two rul- 
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ings of the Board of interest to trust 
companies was issued on July 7 as fol- 
lows: 

The Banking Act of 1933 was enacted on 
June 16, 1933, and Section 20 of that Act 
became effective June 16, 1934, and reads in 
part as follows: 

“Sec. 20. After one year from the date of the 
enactment of this Act, no member bank shall be 
affiliated in any manner described in section 2(b) 
hereof with any corporation, association, business 
trust, or other similar organization engaged princi- 
pally in the issue, flotation, underwriting, public 
sale, or distribution at wholesale or retail or 
through syndicate participation of stocks, bonds, 
debentures, notes, or other securities. * * *” 


The Federal Reserve Board recently con- 
sidered the question whether a trust com- 
pany which was affiliated with a member 
bank within the meaning of the provisions 
of section 2 (b) of the Banking Act of 1933 
and which was engaged in the business of 
issuing and selling mortgage bonds was a 
corporation carrying on the kind of business 
described in section 20 of the Banking Act of 
1933. The business of the company involved 
was as follows: 

The trust company made loans secured by 
first mortgages on improved real estate and 
the obligations secured by such mortgages 
were assigned to one of two corporate 


trustees, in accordance with the terms of a 
trust agreement, to secure the payment of 
bonds of the trust company which were 
issued and sold to the public by the trust 
company. It appeared that these bonds were 
issued serially in denominations of $100, 
$500, or $1000 each; that the bonds bore 
interest payable semi-annually; that at the 
time of the Board’s consideration of the mat- 
ter the rate of interest on such bonds then 
being issued was 4% per cent; that the bonds 
were negotiable in form; that the bonds were 
the direct obligations of the trust company; 
that in addition to obligations secured by 
mortgages certain securities of specified 
classes might be deposited with the trustees 
to secure the payment of such bonds; that it 
was the practice of the trust company to 
authorize the issue of such bonds in series 
of $1,000,000 or less, although the whole 
amount of each series might not in every 
case be sold; and that it was the practice 
of the trust company to issue the series of 
bonds with maturities of either five or ten 
years. It also appeared that the trust com- 
pany received deposits to some extent and 
did a considerable amount of trust business. 
However, it appeared that the principal busi- 
ness of the trust company was the making 
of mortgage loans and the issuance of its 
mortgage bonds. 

After careful consideration of this matter 
the Board ruled, in view of all the facts in- 
volved, that the trust company was engaged 
principally in the issue and sale of securities 
within the meaning of Section 20 of the 
Banking Act of 1933, and that, in view of 
the affiliation of the trust company with a 
member bank, appropriate action should be 
taken to comply with the requirements of 
Section 20 of the Banking Act of 1933. 

Section 32 of the Banking Act of 1933 
reads in part as follows: 

“Sec. 32. From and after January 1, 1934, no 
officer or director of any member bank shall be an 
officer, director, or manager of any corporation, 
partnership, or unincorporated association engaged 
primarily in the business of purchasing, selling, or 
negotiating securities * * * unless in any such case 
there is a permit therefor issued by the Federal 
Reserve Board; and the Board is authorized to 
issue such permit if in its judgment it is not in- 
compatible with the public interest, and to revoke 
any such permit whenever it finds after reasonable 


notice and opportunity to be heard, that the public 
interest requires such revocation.” 


In the case discussed above it also ap- 
peared that directors of the trust company 
were also directors of a member bank. In 
view of the facts described above, the Board 
also ruled that the trust company was en- 
gaged primarily in the business of selling or 
negotiating securities within the meaning of 
Section 32 of the Banking Act of 1933. 
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WHAT I EXPECT OF MY TRUSTEE 


“The questions I had to decide in arranging my estate may be 
those which all owners of property should consider—and the 


sooner the better.”’ 


JOHN B. KENNEDY 
Of the National Broadcasting Company 
and Collier’s Magazine 


Excerpts from Mr. Kennedy’s remarks: 


“Ordinary people, without much knowledge of bank- 
ing, have become, recently, a bit suspicious of banks. 
Of course the phase is passing, because the common 
sense of the people is reasserting itself. They realize 
that all the washing of dirty linen during recent 
prosecutions and the investigations in Washington 
was not the result of typical American banking prac- 
tice, but that of the special greed or folly of a few 
individual bankers, many of whom had been recruited 
from * * *” 

“From a layman’s point of view, one of the strong- 
est reasons for the appointment of a trust company 
as trustee under one’s will, or even under a trust now 
in operation, is its continuity, independence of in- 
dividual frailties. Without having any technical knowl- 
edge. I’ve had the experience of reporting probate and 
surrogate court actions involved where men and 
women have died intestate, or had made ambiguous 
wills that had to be interpreted. If the property is of 
any consequence, trouble always ensues and expense 
** *” 

“T expect the men of the trust department to be 
not only honest but also capable, not just in legal 
calisthenics but in estate management generally. This 
business of preserving and distributing my fortune 
is just as important as my business of making that 
fortune. It is a professional job. I don’t want any 
boys who have been careless enough to leave thumb- 
prints around to have any chance at being careless 
with my estate. It strikes me that to * * *” 

“* * * Tt was a true story about an irrevocable 
trust which led me to make my own trust. A pros- 
perous manufacturer made an irrevocable trust for 
his wife and two children. At about the age of forty 
he met ‘another’ lady, and his wife, being an obliging 
soul, consented to divorce. He married his paramour, 
who, the moment she became his wife, started through 
his fortune like a snow-plow in a blizzard. * * *” 

“Tt all boils down to this: a trust company cannot 
simply sell its services even to a wise man—it proves 
its own wisdom and the service sells itself.’ 


Excerpts from letters received: 


. “Thank you so much for your permission to use 
‘What I Expect of My Trustee,’ in our local news- 
papers. We are planning to run this next Sunday and 
I shall send you a copy.” 

“As a subscriber to Trust Companies Magazine 
and purchaser of a quantity of booklets, ‘What I 
Expect of My Trustee,’ we have appreciated the con- 
tents of the latter to the point of planning to use 
reference data from it in our current * * *” 

Wire: ‘“‘Ship quickly as possible twenty-five hundred 
Kennedy booklets (stop) imprint same as before.’ 


“Booklet has been in constant demand since we 
first used it. Send us one thousand more copies.” 

“We have found the booklet, ‘What I Expect of My 
Trustee,’ so popular that we shall need another 500 
booklets, and would like to get them as soon as pos- 
sible. Purchase order is enclosed.” 


Many trust departments have mailed 
copies to their entire trust new business 
prospect mailing list, local attorneys, life 
underwriters and others. They also saw that 
a copy reached each director and all officers 
of their banking departments. Many also 
keep a supply available to hand personally 
to those they believe may be interested. 

The booklet was not intended to replace 
any advertising effort being made. In the 
opinion of experienced trust men it is a real 
aid in developing the trust idea in the minds 
of a host of good prospects for corporate 
fiduciary services. 

The name of John B. Kennedy is favor- 
ably known to hundreds of thousands of 
people in this country, through his interest- 
ing articles regarding prominent people 
which have appeared in nationally known 
magazines for years, and through hearing 
his voice in weekly broadcasts. 


Prices 
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CONVENTIONS 


Dates, Recent Elections and Miscellaneous 
Data 


ALABAMA Bankers Association— 
Annual meeting held May 17-18. 
—Secy.-Treas., M. A. Vincentelli, pres., Alabama 
National Bank, Montgomery. 


ARIZONA Bankers Association— 
—Our executive council has not met this year. We 
have no organized trust division.—Morris Gold- 

water, secy., Prescott. 5-5-34. 


ARKANSAS Bankers Association— 
Annual meeting held May 8-9. 
—Jo Nichol, pres. Simmons National Bank, pres. 


Pinebluff. 


CALIFORNIA Bankers Association— 
Annual meeting held May 23-25. 
—Andrew Miller, secy. Mills Bldg., San Francisco. 


CONNECTICUT Bankers Association— 

Annual meeting held June 20. 

—Officers elected: Pres., Clarence E. Thompson, 
pres., Stamford Trust Company, Stamford; First 
Vice-Pres., James W.. Knox, pres., First National 
Bank, Hartford; Vice-Pres., State Bank & Trust 
Company Division, E. M. Gaillard, vice-pres., 
Union & New Haven Trust Co., New Haven; 
Treas., Walter E. Goddard, treas., Stratford Trust 
Company, Stratford; Ass’t Secy., G. Harold Welch, 
trust officer, New Haven Bank, N. B. A., New 
Haven; Vice.-Pres., National Bank Division, Al- 
len W. Holmes, pres., Middletown National Bank 
& Trust Co., Middletown; Secy., Charles E. Hoyt, 
secy.-treas., South Norwalk Trust Co., South Nor- 
walk; Exec. Com., Henry F. Powers, pres., Uncas- 
Merchants National Bank, Norwich; Arthur D. 
Johnson, vice-pres., Phoenix State Bank & Trust 
Company, Hartford; Charles W. Bitzer, treas., 
The Bridgeport-City Trust Company, Bridgeport ; 
Warren M. Crawford, cash., First National Bank 
& Trust Co., New Haven. 


COLORADO Bankers Association— 

Annual meeting held June 15-20. 

—Officers elected: J. Hayes-Davis, vice-pres., First 
National Bank, Colorado Springs, Pres.; Melvin 
Springer, pres., Colorado Bank & Trust Company, 
Delta, First Vice-Pres.; Claude L. Stout, exec. 
vice-pres., Poudre Valley National Bank, Fort 
Collins, Second Vice-Pres.; L. F. Scarboro, pub- 
lisher, Mountain States Banker, Denver, Secy.- 
Treas. 


DELAWARE Bankers Association— 

—‘‘Convention is usually held at Rehoboth, Dela- 
ware, on the second Thursday of September, the 
officers of the association being in charge of pro- 
gram arrangements. There are no separate ses- 
sions of the trust department executives of our 
members planned before or after the banking 
convention.’’—Warren K. Ayres, secy.-treas., ass’t- 
treas., Wilmington Trust Company, Wilmington. 


DISTRICT OF COLUMBIA Bankers Association— 
Annual meeting held May 27-30. 
—Secy., Thomas J. Groom, vice-pres. & cash., Bank 
of Commerce & Savings, Washington. 


FLORIDA Bankers Association— 

—‘“The convention will be held in St. Petersburg 
some time between the latter part of October and 
the first part of December, but the exact date has 
not yet been selected.—Except on one or two 
occasions, it has not been the custom of trust 
department executives of our members to hold 
Separate sessions, but trust work, more recently, 


has been given a prominent place on our general 
program.”—W. O. Boozer, vice-pres. & tr. off., 
Atlanta National Bank, Jacksonville, secy. 


GEORGIA Bankers Association— 


Annual meeting held May 24-25. 
—Haynes McFadden, secy. Atlanta. 


IDAHO Bankers Association— 


Annual convention held June 15-16. 

—Committee appointments for 1934-35: Executive 
Council, B. C. Barbor, chairman, Craigmont; C. 
C. Reed, Nampa; Guy H. Shearer, Biler; T. J. 
Hetland, Pocatello; W. G. Hawkinson, Lewiston. 
Agricultural Committee, Ramsay M. Walker, 
chairman, Coeur d’Alene; Victor Austin, Idaho 
Falls; E. W. Largilliere, Soda Springs. Legisla- 
tive Committee, J. L. Driscoll, chairman, Boise ; 
Homer Pitner, Boise; C. L. Miller, Nampa. Taxa- 
tion Committee, R. J. Comstock, jr., Pocatello; 
C. F. Price, St. Anthony; W. W. Flint, Cotton- 
wood. Committee on Trusts, Curtis Turner, Twin 
Falls; J. L. Hood, Pocatello; Walter Peterson, 
Boise; Hawkin Melgard, Moscow; Axel P. Ram- 
stedt, Wallace. Special Committee on Service 
Charges, Homer Pitner, Boise; J. L. Driscoll, 
Boise; W. G. Hawkinson, Lewiston. Ex-Officio 
Members of Executive Council, D. F. Richards, 
Idaho Falls; C. E. Alison, Coeur d’Alene; R. B. 
Kading, Boise; E. W. Porter, Boise. 

—Officers for 1934-35: D. F. Richards, Pres.; C. E. 
Alison, Vice-Pres.; R. B. Kading, Treas.; E. W. 
Porter, Secy. 


ILLINOIS Bankers Association— 


Annual meeting held May 21-22. 
—O. S. Jennings, secy. 33 N. La. Salle St., Chicago. 


INDIANA Bankers Association— 


Annual meeting held May 24-25. 
—Don E. Warrick, secy. Circle Tower, Indianapolis. 


IOWA Bankers Association— 


Annual meeting held June 25-27. 

—Officers elected: Pres., Frank C. Welch, pres., 
Peoples Savings Bank, Cedar Rapids; Vice-Pres., 
Clarence A. Diehl, vice-pres., Iowa-Des Moines 
National Bank & Trust Company, Des Moines; 
Treas., Max von Schrader, cash., Union Bank & 
Trust Company, Ottumwa; Secy., Frank Warner, 
Liberty Bldg., Des Moines. 


KANSAS Bankers Association— 


Annual meeting held May 17-18. 
—Fred M. Bowman, secy. Topeka. 


KENTUCKY Bankers Association— 


Sept. 12-13, Brown Hotel, Louisville. 
—Harry G. Smith, secy. Louisville. 


LOUISIANA Bankers Association— 


Annual meeting held April 23-24. 
—G. R. Broussard, vice-pres., Bank of Abbeville & 
Trust Company, Abbeville. 


MAINE Bankers Association— 


Annual meeting held July 6-7. 

—Officers elected: Pres., George J. Wallingford, 
treas., Lewiston Trust Co., Lewiston; First Vice- 
Pres., Philip I. Milliken, vice-pres. & cash., Canal 
National Bank, Portland; Second Vice-Pres., R. 
W. Davis, pres., Guilford Trust Co., Guilford; 
Treas., George C. Fernald, Augusta; Secy., G. 
Harrison Kennard, Rumford. 

Corporate Fiduciaries Ass’n of 

October 10, Portland. 

—R. A. Bramhall, pres., c/o The Portland National 
Bank, Portland. 


MARYLAND Bankers Association— 


Annual meeting held May 22. 
—Matthias F. Rees, secy., Federal Reserve Bank 
Bldg. Baltimore. 
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MASSACHUSETTS Bankers Association— 

Annual meeting held June 8-9. 

—Officers elected: Pres., John C. Makepeace, pres., 
Hyannis Trust Company; Vice-Pres., John W. 
Smead, pres., First National Bank and Trust 
Company, Greenfield ; Exec. Secy., Matthew Cush- 
ing, 80 Federal St., Boston; Treas., David E. 
Hersee, vice-pres., State Street Trust Co., Boston. 
Exec. Coun., term expires 1937, A. George Gil- 
man, pres., Malden Savings Bank; George A. 
Vickery, pres., Naumkeag Trust Company, Salem ; 
William F. Augustine, vice-pres., National Shaw- 
mut Bank of Boston ; Joshua Merrill, treas., Roger 
Conant Co-operative Bank, Salem. Term expires 
1936, Frank H. Wright, pres., Rockland Trust 
Company; Louis J. Brainerd, pres., Palmer Na- 
tional Bank; Frank L. Richardson, exec. vice- 
pres., Newton Trust Company; Sidney M. Price, 
cash., Woburn National Bank. Term expires 1935, 
Alfred H. Hastings, treas., Springfield Institution 
for Savings; Laurence R. Connor, pres., Agri- 
cultural National Bank, Pittsfield; Leon M. Lit- 
tle, vice-pres., New England Trust Company, 
Boston; Carl M. Spencer, pres., Home Savings 
Bank, Boston. 


MICHIGAN Bankers Association— 

Annual meeting held June 20-23. 

—Officers elected: Pres., James E. Davidson, Bay 
City, pres., Peoples Commercial & Savings Bank; 
First Vice-Pres., E. L. Pearce, Marquette, vice- 
pres., Union National Bank; Second Vice-Pres., 
Walter F. Truettner, Detroit, asst. vice-pres., 
National Bank of Detroit; Exec. Manager, Ray O. 
Brundage, Lansing, 1812 Olds Tower; Treas., Carl 
A. Fors, Lansing, vice-pres. & cash., American 
State Savings Bank; Gen. Coun., Wm. B. Cudlip, 
Detroit, 3000 Union Guardian Bldg. Exec. Coun., 
James E. Davidson, chairman ex-officio, and the 
following ex-presidents: Clay H. Hollister, Grand 
Rapids, pres., Old Kent Bank; Geo. B. Morley, 
Saginaw, chairman of board, Second National 
Bank & Trust Co.; L. G. Kaufman, Marquette, 
pres., First National Bank & Trust Co.; C. H. 
Bender, Grand Rapids, vice-pres., Michigan Trust 
Co.; A. G. Bishop, Flint, chairman of board, 
Genesee County Savings Bank; Otto Schupp, Sag- 
inaw, pres., Frankenmuth State Bank (Mail ad- 
dress: Saginaw, Mich.) ; Edward S. Bice, Mar- 
quette, vice-pres., First National Bank & Trust 
Co.; Henry H. Sanger, Detroit, vice-pres., Manu- 
facturers National Bank; B. P. Sherwood, Grand 
Haven, pres., Grand Haven State Bank; Fred S. 
Case, Sault Ste. Marie, vice-pres., First National 
Bank; E. R. Morton, Battle Creek, chairman of 
board, National Bank of B. C.; Gilbert L. Dane, 
Grand Rapids, chairman of board, Peoples Na- 
tional Bank; Henry Zimmerman, Detroit, dir., 
United Savings Bank (Mail address: Pontiac, 
Mich.) ; John C. Hicks, St. Johns, pres., St. Johns 
National Bank; Herman C. Wagner, Muskegon, 
exec. vice-pres., Hackley Union National Bank. 
Members at Large—Samuel R. Park, Caro, pres., 
Peoples State Bank; Ray Jacobs, Detroit, vice- 
pres., Detroit Savings Bank; B. P. Taggart, 
Sturgis, vice-pres & cash., Citizens Trust & Sav- 
ings Bank. Members Elected by Groups—1, How- 
ard E. Nadeau, Menominee, vice-pres. & cash., 
Commercial Bank; 2, Robert Bridge, Charlevoix, 
eash., Charlevoix County State Bank; 3, W. A. 
Crandall, West Branch, pres., State Savings Bank; 
4, A. R. Vestling, Ludington, cash., National 
Bank of Ludington; 5, C. H. Macomber, Midland, 
pres., Chemical State Savings Bank; 6, C. J. 
Oleson, Sandusky, pres., State Bank of Sandusky ; 
7, R. W. Rowe, Flint, exec. vice-pres., Citizens 
Commercial & Savings Bank; 8, John Stubble- 
field, St. Joseph, pres., Peoples State Bank; 9, 
Charles S. Whitney, Adrian, pres., Adrian State 
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Savings Bank; 10, M. E. Watkins, Mt. Clemens, 
vice-pres., Macomb County Trust Co. 


MINNESOTA Bankers Association— 
Annual meeting held June 7-8. 
—George B. Power, secy. Jacksen. 


MISSOURI Bankers Association— 
Annual meeting held May 15-16. 
—wW. F. Keyser, secy., Sedalia. 


MONTANA Bankers Association— 
Annual meeting held July 20-21. 


NEBRASKA Bankers Association— 
Nov. 8-9, Lincoln, Nebr. 
—Wm. B. Hughes, secy., Omaha. 


NEVADA Bankers Association— 
—‘‘Executive committee has not taken action on 
trust sessions.”—L. S. Reese, secy., Reno. 7-1-34. 


NEW HAMPSHIRE Bankers Association— 

Annual meeting held May 18. 

—Officers elected; Pres., Harry L. Alexander, Con- 
cord; Secy., Harry L. Additon, Manchester ; treas., 
H. E. Trentini, Milford. Exec. Com., H. Ellis 
Straw, chairman, Manchester ; Thomas P. Cheney, 
Laconia; Harold I. Chandler, Keene; Henry E. 
Richardson, Littleton. 


NEW JERSEY Bankers Association— 
—Julius S. Rippel, ch. of bd., Merchants & Newark 
Trust Co., Newark, pres. 


NEW MEXICO Bankers Association— 
Annual meeting held April 20-21. 
—NMrs. Margaret Barnes, secy., 318 N. Sixth St., 
Albuquerque. 


NEW YORK State Bankers Association— 
Annual meeting held June 11-12. 
—W. Gordon Brown, exec. mer., 

New York. 


NORTH CAROLINA Bankers Association— 
Annual meeting held April 26-27. 
—Paul P. Brown, secy., Raleigh. 


NORTH DAKOTA Bankers Association— 
Annual meeting held July 2-4. 
—Officers elected: Pres., F. D. McCartney, Oakes; 
Vice-Pres., Guy Cook, Carrington; Treas., W. E. 
Tooley, Minot; Secy., C. C. Wattam, Fargo. 


OHIO Bankers Association— 

Annual meeting June 26-27, Columbus. 

—Officers elected: Pres., B. S. Wellman, vice-pres., 

Huntington National Bank, Columbus; Vice-Pres., 
John H. McCoy, pres., Peoples Banking & Trust 
Co., Marietta; Treas., Russell H. Tompert, pres., 
Winters National Bank & Trust Co., Dayton; 
Secy., David M. Auch, Columbus. 
American Bankers Association officers elected: 
Louis George, cash., Fifth Third Union Trust Co., 
Cincinnati, Vice-Pres. for Ohio; John H. McCoy, 
Marietta, Nom. Com.; Ralph Sneath, pres., Com- 
mercial National Bank, Tiffin, Alternate; R. H. 
Clark, vice-pres., First National Bank & Trust 
Co., Springfield, Vice-Pres. for Ohio National 
Bank Division; F. E. Burdett, Society for Sav- 
ings, Cleveland, Vice-Pres., Savings Bank Divi- 
sion; E. E. Coubeaux, cash., Citizens State Bank, 
Greenville, Vice-Pres., State Bank Division, and 
B. T. Batsch, vice-pres., Toledo Trust Co., Vice- 
Pres., Trust Division. 


33 Liberty St., 


OKLAHOMA Bankers Association— 
Annual meeting held May 8-9. 
—Eugene P. Gum, secy., Oklahoma City. 


OREGON Bankers Association— 
Annual meeting held June 18-19. 
—Officers elected: Pres., Frederick Greenwood, asst. 
megr., The Bank of California, N. A., Portland; 
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Vice-Pres., Eugene Courtney, mgr., The Dalles VIRGINIA Bankers Association— 
Branch, First National Bank of Portland, The Annual meeting held June 7-9. ; 
Dalles; Secy., T. P. Cramer, Jr., Lumbermens —Officers elected: Pres., Carrol Pierce, pres., Citi- 
Bldg., Portland; Treas., D. W. Eyre, mgr., Salem zens National Bank, Alexandria; Vice-pres., J. 
Branch, United States National Bank of Portland, Sinclair Brown, pres., Farmers National Bank, 
Salem. Salem; Secy., C. W. Beerbower, asst.-cash., 
—Exec. Com.: B. E. Harder, pres., First National First National Exchange Bank, Roanoke Asst.- 
Bank, Medford, chairman; Geo. D. Brodie, cash., secy., Lillian A. Kendall, First and Merchants 
Johnston Brothers, Bankers, Dufur; C. C. Colt, National Bank, Richmond; Treas., Thomas D. 
vice-pres., First National Bank, Portland; R. J. Neal, Scott & Stringfellow, Richmond; Atty., 
Beatty, asst. mgr., The Canadian Bank of Com- J. Randolph Tucker, Tucker-Bronson-Satterfield 
merce, Portland; A. K. Parker, cash., First Na- & Mays, Richmond. ; 


tional Bank, LaGrande. “ 
WASHINGTON Bankers Association— 


PENNSYLVANIA Bankers Association— Annual meeting held June 21-22. y f 
Annual meeting held May 23-25. —Officers elected: ‘Pres., N. A. Davis, vice-pres., 
—Secy., Charles F. Zimmerman, pres., First Na- Baker-Boyer National Bank, Walla Walla; Vice- 

tional Bank, Huntingdon. pres., W. M. Jenkins, vice-pres., Everett Trust 

& Savings Bank, Everett; Treas., L. R. Right- 

RHODE ISLAND Bankers Association— mire, vice-pres., Yakima First National Bank, 
Annual meeting held June 21. Yakima; Secy., J. W. Brislawn, 1416 Alaska 
—Officers elected: Pres., Charles C. Marshall, pres. Bldg., Seattle. 

Peoples Savings Bank, Providence; Vice-pres., WEST VIRGINIA Bankers Association— 

George H. Huddy, Jr., vice-pres., Industrial Trust Annual meeting held June 8-9. 

Company, Providence; Treas., Shirley Harring- —Officers elected: Pres., J. A. Sydenstricker, cash., 

ton, cash., Mechanics National Bank, Providence ; First National Bank, Marlington ; Vice-pres., J. L. 

secy., Robert W. Upham, treas., Peoples Savings Fish, pres., First Tyler Bank & Trust Company, 

Bank, Providence. Sistersville; Treas., R. M. French, cash., Bank 
_- of Raleigh, Beckley. 

SOUTH DAKOTA Bankers Association— Officers 4 B. A.: State Vice-pres., C. A. Boone, 
Annual meeting held July 2-4. First Huntington National Bank, Huntington; 
—Officers elected: Pres., L. M. Larsen, cash., Nom. Com., H. B. Lewis, Kanawha Banking & 

Jerauld County Bank, Wessington Springs; Vice- Trust Co., Charleston; Alt. mem. of Nom. Com., 

pres., Geo. C. Fullinweider, pres., Hitchcock L. F. Haller, Citizens Mutual Trust Company, 

State Bank and the National Bank of Huron; Wheeling; Vice-pres. Nat. Bank Div., Harry 

Exec. Council from Group 1—W. H. Frei, pres., Elbin, First National Bank, Cameron; Vice-pres. 

Commercial State Bank, Wagner; Exec. Council Sav. Bank Div., E. G. Otey, First National Bank, 

from Group 6—Chas. W. Christen, pres., First Bluefield; Vice-pres. State Bank Div., George B. 

State Bank, Roscoe. Waggoner, Wood County Bank, Parkersburg; 
A. B. A. Officers: Member of Exec. Council—T. M. Vice-pres. Trust Div., W. H. Davisson, Union 

Brisbane, cash., Sanborn County Bank, Woon- National Bank, Clarksburg. 

socket; Vice-pres., C. O. Gorder, cash., First Past Presidents’ Club: Pres., W. C. Given, State 

National Bank, Deadwood; member of Nominat- Banking Commissioner, Charleston; Vice-pres., 

ing Com., L. M. Larsen, Wessington Springs ; D. R. Richards, Bank of Morgantown, Morgan- 

alternates—W. O. Rempfer, cash., First National town; Secy.-treas., H. B. Lewis, Kanawha Bank- 

Bank, Parkston; Division Vice-pres.; State Bank ing & Trust Company, Charleston. 

Div., J. A. Bertolero, cashier; Miners & Mer- . 

chants Savings Bank, Lead National Bank Div., WISCONSIN Bankers Association— 

C. H. Lockhart, Vice-pres., First Citizens Na- Annual meeting held June 19-20. 

tional Bank, Watertown ; Savings Div., J. C. Van- —Officers elected: Pres., H. G. Diekelmann, cash., 

dagrift, pres., Union Savings Bank, Sioux Falls; Horicon State Bank, Horicon; Vice-pres., J. J. 

Trust Div., Pierce McDowell, Security National Brooks, asst. vice-pres., First Wisconsin National 

Bank, Sioux Falls. Bank, Milwaukee; Treas., H. J. Koch, asst.-cash., 
Sioux Falls was chosen as the 1935 Convention First National Bank, Columbus. 

City, date to be selected later. Council Members, 1937 term: S. N. Pickard, exec. 

vice-pres., National Manufacturers Bank, Nee- 

TENNESSEE Bankers Association— nah; A. R. Amundson, pres., Bank of Cam- 
Annual meeting held May 22-23. bridge, Cambridge; C. F. Ulsley, vice-pres., 
—H. G. Huddleston, secy.-treas., Nashville. Marshall & Ilsley Bank, Milwaukee. 

A. B. A. Officers: Member Exec. Council for three- 

TEXAS Bankers Association— year term: E. H. Cole, Green County Bank, 
Annual meeting held May 15-17. Brodhead; Vice-pres., Robert L. Banks, First 
—W. A. Philpott, Jr., secy., Dallas. National Bank, Superior; Member Nom. Com., 

H. G. Diekelmann, Horicon State Bank ; alternate, 

UTAH Bankers Association— M. E. Baumberger, First Wisconsin National 
Annual meeting held June 15-16. Bank, Milwaukee, State Vice-pres.; Nat. Bank 
—Officers elected: Pres., C. L. Smith, pres., First Div., W. L. Smith, First National Bank, Lake 

Natl., Salt Lake City; First vice-pres., A. W. Geneva; Savgs. Bank Div., E. M. Van Lone, 

McKinnon, pres., Carbon-Emery Bank, Price; Beloit Savings Bank, Beloit; State Bank Div., 

Second vice-pres., F. M. Michelsen, cash., Utah Walter Sprecher, State Bank of Independence, 

Savings and Trust Co., Salt Lake City; Secy.- Trust Division; G. F. Schwenker, Union Trust 

treas., H. B. Crandall, cash., First State Bank, Company, Madison, 

Salina. It was decided to hold the Mid-winter Conference 
at the Plankinton Hotel, Milwaukee, late in Jan- 

VERMONT Bankers Association— uary, and to hold the 1935 convention at Law- 
4nnual meeting held Feb. 22. sonia some time the latter part of next June, if 
—C. E. Brigham, treas., Farmers Trust Co., Bur- satisfactory arrangements as to date, etc., can 

lington, secy. be made. 
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AMERICAN Bankers Association— 
October 22-25. Washington, D. C. Annual conven- 
tion—Fred N. Shepherd, exec. mgr.; 22 East 40th 
st., New York, N. Y. 


AMERICAN Bar Association— 
August 29-30-31. Milwaukee, Wis. 
Olive G. Ricker, exec. secy., 1140 N. Dearborn st., 
Chicago, Il. 


AMERICAN Institute of Accountants— 

—October 15-18. Stevens Hotel, Chicago, IIl. 
John L. Carey, secy., 135 Cedar st., New York, 
x. Ze 


AMERICAN Institute of Banking— 
Annual meeting held June 11-14. 
—Richard W. Hill, secy., 22 E. 40th st., New York. 


ASSOCIATION of Reserve City Bankers— 

Annual meeting held June 4-6. 

—Officers elected: Pres., Lyman E. Wakefield, pres., 

First National Bank & Trust Co., Minneapolis ; 
Vice-pres., Laurence B. Robbins, vice-pres., The 
Northern Trust Company, Chicago; Treas., Clif- 
ford L. Lyall, vice-pres., State Street Trust Com- 
pany, Boston; Secy., Joseph J. Schroeder, 105 W. 
Adams st., Chicago. 
The invitation of the Boston members to hold the 
next meeting at Manchester, Vermont, was ac- 
cepted, although the dates have not been defin- 
itely determined. 


FINANCIAL Advertisers Association— 

September 10-11-12-13. Statler Hotel, Buffalo, N. Y. 

—Robert W. Sparks, asst. vice-pres., Bowery Sav- 
ings Bank, New York, N. Y., in general charge 
convention program; Ernest L. Anderson, asst.- 
tr. off., Rhode Island Hospital Trust Company, 
Providence, R. I., chairman trust development 
department program. 

—‘Our convention theme this year is ‘How to Meet 
the Public Demand for Financial Information.’ 
Every session will be of vital interest to trust 
officers. Trust development work has for years 
had prominent consideration in our convention 
program.’’—Preston E. Reed, exec.-secy., 231 S. 
La Salle st., Chicago, IIl. 


INVESTMENT Bankers Association of America— 
Oct. 27-31, The Greenbrier, White Sulphur Springs, 
W. Va. , 
—C. Longford Felske, secy., 33 S. Clark st., Chicago. 


MORRIS Plan Bankers Association— 
September 17-18-19. Westchester Country Club, 
Rye, N. Y. 
—Joseph E. Birnie, secy-treas., 15 E. Fayette st., 
Baltimore, Md. 


MORTGAGE Bankers Association of America— , 
October 4-5-6. Edgewater Beach Hotel, Chicago, IIl. 
—George H Patterson, secy.-treas., 111 W. Wash- 

ington st., Chicago, IIl. 


NATIONAL Association of Mutual Savings Banks— 
Annual meeting held May 16-18. 
—John W. Sandstedt, exec. secy., 347 Madison ave., 
New York, N. Y. 


NATIONAL Association of Bank Auditors and Comp- 
trollers— 
October 23-24. Washington, D. C. 
—Arthur J. Linn, comp., Hamilton National Bank, 
Washington, D. C., general chairman of the con- 
vention. 


ROBERT Morris Associates— 
September 22-25. Skytop Lodge, Skytop, Pa. 
—Alexander Wall., secy., Lansdowne, Pa. 


Critical 
Comparative Analysis of 
the Revenue Act of 1934 


By 
LEo Brapy and JOHN L. MCMASTER 
Members of the New York Bar 


This analysis was prepared for publi- 
cation in May, 1934, issue of TRUST 
Companies Magazine. 


The Revenue Act of 1934 consti- 
tutes one of the most important reve- 
nue laws ever enacted by Congress. 
Some of the changes are so drastic 
that many past decisions and prece- 
dents are rendered in large part obso- 
lete or of uncertain application. 

It will probably be many months 
before there will be any decisions 
which will indicate the attitude of the 
courts or the Board of Tax Appeals. 
When Regulations may be issued by 
the Treasury Department regarding 
the new law is problematical. 

(The Treasury Department has not as yet 
issued regulations regarding the Estate Tax 
of 1932.) 

Despite: the general lack of guiding 
decisions and regulations, all con- 
cerned with Federal taxation matters 
are required to measure tax liabilities 
by the new law. 

This searching analysis of the Act 
aids taxpayers and their advisers in 
their interpretation of its provisions. 
The attorneys selected for its prepara- 
tion have long specialized in tax prac- 
tice. 

Praise for this analysis has come 
from outstanding tax authorities 
whose duties require constant inter- 
pretation of the statute’s provisions. 

A reprint of the article in booklet 
form (60 pages and cover approxi- 
mately 3%x9 inches) has been in 
active demand. It is significant that 
“repeat orders” have been received 
from many of the most prominent at- 
torneys and accountants of the United 
States. 

An ideal mailing picece for Cor- 
porate Fiduciaries. 

Single copies of the booklet are 
available at $1.00 each, postpaid; five 
copies or more, 50 cents each. Dis- 
counts are allowed for quantity orders. 


TRUST COMPANIES MAGAZINE 
Two Rector Street New York, N. Y. 








CHANGES IN BANKING AND TRUST FIELD 


Items to appear under this heading in the next issue should reach us on or before August 13. 


ARIZONA 

Consolidated National Bank, Tucson, announces the 
election of E. W. Clayton, formerly vice-president 
and cashier, as president of the bank, succeeding 
T. N. McCauley. 

Valley Bank & Trust Company of Phoenix has 
elected Glenn C. Taylor, former cashier, to the 
newly-created office of vice-president and secretary. 
Herbert L. Dunham, formerly with Harris Trust & 
Savings Bank of Chicago, succeeds Mr. Taylor as 
cashier. 


ARKANSAS 

National Bank of Eastern Arkansas of Forrest City 
has been granted authority to exercise full trust 
powers. 


CALIFORNIA 

American Trust Company of San Francisco is 
opening a branch at Sacramento which marks the 
first major branch expansion of the company in five 
years, according to announcement of Fred Elsey, 
president. 

Anglo-California National Bank, San Francisco, 
has opened its tenth branch in the Marina district 
of the city, and another branch has been authorized 
in Oakland, following acquisition of the First Na- 
tional Bank of Oakland, formerly owned by Anglo 
National Corp. 

Bank of America, N. T. & S. A., has been authorized 
to establish branches in Puento and Balbo, Newport 
Beach. 

First National Trust & Savings Bank of San Diego 
recently purchased the Bank of Southern California 
at La Mesa and will operate it as a branch office. 

Harry M. Gentry has joined the trust department 
of the First National Trust & Savings Bank of Santa 
Barbara. He was formerly trust officer of the local 
branch of the Security-First National Bank of Los 
Angeles. 

Security-First National Bank of Los Angeles has 
elected George R. Martin, former Chicago banker, as 
vice-president in charge of the newly established 
bond department. 

Bank of America, N. T. & S. A., San Francisco, 
announces the appointment of H. Lloyd Sutherland, 
former assistant vice-president, as vice-president in 
charge of business extension in Southern California. 

Citizens National Trust & Savings Bank of Los 
Angeles announces promotion of Lloyd J. Wick- 
ham from assistant vice-president to vice-president 
at head office. 

Fred R. Kerman, for many years advertising 
manager of the Bank of America, N. T. & S. A., of 
San Francisco, has joined the Public National Bank 
& Trust Company of New York in the same capacity. 


FLORIDA 

The First National Bank of Fort Myers has re- 
opened with Frank C. Alderman as president. Fifty 
per cent of deposits in the old bank were made im- 
mediately available. 


GEORGIA 

Citizens Bank & Trust Company, Savannah, has 
announced plans for modernization of its bank build- 
ing. A new directors’ room in Colonial style will be 
a feature of the banking quarters and a cooling 
system will be installed. 

First National Bank, Atlanta, announces election 
of Charles W. Curry as auditor. 


ILLINOIS 

Harris Trust & Savings Bank, Chicago, has 
elected Harry A. Brinkman, cashier and president 
of the Illinois Bankers Assn., a vice-president, being 
succeeded by Richard E. Pritchard, formerly assistant 
vice-president. Stanley G. Harris was also elected a 
vice-president, L. V. Bowers and Charles J. Roubik, 
Jr., assistant vice-presidents, and W. F. Anderson, 
assistant secretary. 

The Northern Trust Company, Chicago, announces 
appointment of William C. Weidert and William S. 
Turner as assistant secretaries. 

C. W. Ross has been elected president of the 
Merchants National Bank of Aurora to succeed W. 
G. Nicholson. 

Louis B. Wilson was recently made vice-president 
and director of the State Bank of Rock Island. 

The Broadway Trust & Savings Bank, Chicago, on 
its twelfth anniversary, began voluntary liquidation 
of its affairs. Several other Chicago banks have 
recently liquidated with full payments to depositors, 
including the Peoples Trust & Savings Bank and the 
Edgewater Trust & Savings Bank. 

Fond du Lac State Bank of East Peoria is the 
first bank to be liquidated in accordance with regula- 
tions of the Federal Deposit Insurance Corp. The 
Deposit Insurance National Bank of East Peoria has 
been chartered to effect liquidation of assets and pay 
insured deposits in full. 

George C. Williams, formerly of Des Moines, has 
recently been elected executive vice-president of the 
State Bank & Trust Company, Evanston. 

Harris Trust & Savings Bank, Chicago, announces 
appointment of Walter L. Hudson and William F. 
Anderson, both previously with the investment de- 
partment, to positions in the trust department. 

American National Bank & Trust Company, Chi- 
cago, has promoted O. P. Decker from assistant 
vice-president to vice-president. 


INDIANA 

George Keyes, recently in charge of liquidation of 
the Terre Haute Trust Company, has joined the 
Havana National Bank at Havana, IIl., as _ vice- 
president. 

Merchants National Bank of Terre Haute has been 
granted trust powers. 


KANSAS 

Union Stockyards National Bank at Wichita has 
elected Dan C. Smith as president to succeed the 
late E. L. Hart, Jr. Mr. Smith is president and 
manager of the Wichita Union Stockyards Company. 
Directors also promoted Dan H. Boone from cashier 
to executive vice-president and elected J. E. Wagner 
of the Cudahy Packing Company as vice-president. 

H. H. Whitaker, former cashier of the Miami 
County National Bank, Paola, has been elected vice- 
president and trust officer of the bank. 

Security National Bank of Kansas City has been 
granted full trust powers. 


KENTUCKY 

Covington Trust & Banking Company, Coving- 
ington, announces election of Howell H. Harris of 
Ft. Thomas, former bank examiner, as vice-president 
and director. 

E. G. Thompson has been elected president of the 
Providence Citizens Bank & Trust Company, Provi- 
dence, succeeding the late Percy Berry. 


LOUISIANA 
Organization of the Calcasieu Marine National 
Bank at Lake Charles, with capital funds of $625,000, 


106 





THis l 


has been approved by the Comptroller of the Cur- 
rency. U. A. Bell, attorney, is president; Frank 
Roberts, chairman of the board, and W. Elray How- 
ard, Texas banker, executive vice-president. Branches 
are to be established in DeQuincy, Sulphur and 
Vinton. 

First State Bank & Trust Company has been 
chartered in Bogalusa with capital of $110,000. 


MISSOURI 


Stock of the Mercantile-Commerce National Bank 
of St. Louis, affiliated with the Mercantile-Commerce 
Bank & Trust Company, has been conveyed to five 
trustees for benefit of the trust company stockhold- 
ers, the trust company retaining a purchase option 
during the trust period of twenty years. A certifi- 
cate of beneficial interest was issued to the trust 
company by the trustees. This action was taken 
upon direction from the Federal Reserve Board. 

Cary Huston has been elected vice-president of 
the Wood & Huston Bank at Marshall. 

First Bank & Trust Company, Macon, announces 
election of Raymond Brown, cashier, to vice-presi- 


dency to succeed the late J. B. Stokes. 


MONTANA 

First National Bank of Kalispell has elected Frank 
M. Burks, recently vice-president of Great Falls 
Nationa Bank, Great Falls, as president to succeed 
G. H. Adams who becomes chairman of the board. 


NEVADA 


First National Bank in Reno, owned by Trans- 
america Corp., has received authority to operate 
branches in Carson City, Ormsby county, and Win- 
nemucca in Humboldt county. 


NEW JERSEY 


Citizens First National Bank & Trust Company 
was recently organized at Ridgewood as a consoli- 
dation of the Citizens National and the First Na- 
tional Bank & Trust Company, and has opened 
under the presidency of Fred Z. Board, former presi- 
dent of the Citizens National Bank. The trust de- 
partment is under the direction of John V. Knowl- 
ton, vice-president and trust officer, and Stanley S. 
Hazzard, cashier and assistant trust officer. 

First National Bank, Bound Brook, announces the 
promotion of Everett C. Stevenson from assistant 
trust officer to trust officer. 

Alfred T. Glenn, Jr., has been appointed trust of- 
ficer and solicitor of the Ventnor City National Bank 
at Ventnor to succeed the late John S. Westcott. 

Fred C. Hennie has been elected president of the 
Little Falls National Bank, Little Falls. He is suc- 
ceeded as first vice-president by Fred C. Thompson, 
John V. May becoming second vice-president. 


NEW YORK 


William J. Wason, Jr., has been elected president 
of the Kings County Trust Company of Brooklyn, 
to succeed the late Julian P. Fairchild. Mr. Wason 
is the fourth to hold the office of president since 
organization of the trust company in 1889. Enter- 
ing the bank as a clerk six years after its founding, 
he successively became assistant secretary, second 
vice-president and subsequently, first vice-president. 

The Equitable Trust Company, of New York, 
formed to carry on part of the trust business of 
the old Equitable Trust Company upon its merger 
with the Chase National Bank, has been sold to 
Charles Hayden of Hayden, Stone & Company, in- 
vestment bankers. Stock of the trust company had 
been held by the Amerex Corp., formerly the Chase 
Corporation. 

City Bank Farmers Trust Company has been ad- 
mitted to membership in the Federal Reserve system, 
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according to announcement of James H. Perkins, 
president. 

Bankers Trust Company, New York, announces the 
election of Arthur Gardner, William J. Buckley and 
Francis A. Cochrane as assistant trust officers. At 
the same time the directors announced appointment 
of G. Pagnamenta as manager of the London office. 

New York Trust Company announces election of 
Charles P. Luckey and C. J. Stewart as vice-presi- 
dents, both having previously served the company as 
assistant vice-presidents. 

Central Trust Company, Rochester, has_ elected 
Dwight R. Chamberlain as vice-president in charge 
of the bank’s trust accounts. Mr. Chamberlain came 
to the Central Trust recently from the Chase Harris- 
Forbes Corp. of New York City. 

Marine Trust Company of Buffalo announces ap- 
pointment of Carlton P. Cooke, former assistant 
treasurer and son of the late Walter Cooke, past 
chairman of the company’s board of directors, as 
assistant vice-president. 

The plan of organization of the United Bank of 
Long Island at Forest Hills, L. IL, to succeed the 
Forest Hills National, the Ozone Park National and 
the Richmond Hill National banks, has been ap- 
proved by representatives of the three banks. 

Central Hanover Bank & Trust Company, New 
York, has appointed Donald F. Bush and Kenneth S. 
Walker as assistant secretaries. 

Irving Trust Company of New York has promoted 
Nolan Harrigan from assistant vice-president to vice- 
president. 

Guaranty Trust Company of New York announces 
appointment of Elias M. Bentley as an assistant 
treasurer. 

W. P. Sharpe, former vice-president of the Mer- 
cantile-Commerce Bank & Trust Company of St. 
Louis, has been made New York correspondent of 
the company. 

Public National Bank & Trust Company of New 
York has selected Fred R. Kerman, formerly adver- 
tising manager of the Bank of America of San 
Francisco, as advertising manager. 


NORTH CAROLINA 


First & Citizens National Bank, Elizabeth City, 
has chosen A. B. Houtz, a director, as president to 
succeed W. G. Gaither. W. E. Griffin has been named 
vice-president and cashier and Graham Bell, assistant 
vice-president and trust officer. 

Union National Bank of Lenoir has been granted 
full trust powers. 

J. A. Morgan, formerly vice-president of the North 
Carolina Bank & Trust Company, Greensboro, has 
been appointed senior economist of the Public Works 
Administration at Washington. 


OHIO 


National banks and trust companies incorporated 
in other states, transacting trust business in Ohio are 
required to make bi-monthly statements of uninvested 
trust funds to the state banking department, accord- 
ing to advices from Attorney General Bricker. 

Ohio-Merchants Trust Company, Massillon, an- 
nounces election of Albert J. Waltz as president of 
the company to succeed Ralph E. Bauman, who re- 
cently joined the National City Bank of Cleveland as 
vice-president. Charles W. Chase was thosen to suc- 
ceed Mr. Waltz as secretary-treasurer. 

Central United National Bank of Cleveland an- 
nounces that Waltman C. Given, receatly Commis- 
sioner of Banking of West Virginia, tas become a 
vice-president of the bank. Mr. Given, previous to 
his work in the state banking department, had been 
an officer of the Commercial Bank of Bluefield and 
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is a past president of the West Virginia Bankers 
Assn. Judson B. Holmden, vice-president in the trust 
department of the bank, has been designated also as 
controller. 

The First National Bank of Cincinnati has elected 
Waldo E. Pierson as a vice-president. 

Appointment of John H. McCoy, president of 
Peoples Banking & Trust Company of Marietta, and 
E. B. Greene, chairman of the Cleveland Trust Com- 
pany, to further terms on the Advisory board of the 
state banking department, has been confirmed by 
the Ohio senate. 

First Trust & Savings Bank at Zanesville has 
chosen Alva L. Rea, vice-president, as president of 
the bank to succeed F. M. Ransbottom. 

Peoples National Bank, Plymouth, has elected John 
Beelman vice-president and an organizer of the bank, 
as president to succeed the late Robert Nimmons. 
Eldon Nimmons was elected vice-president. 


OKLAHOMA 


First National Bank, Pawnee, announces election 
of G. M. Berry to succeed E. C. Mullendore as presi- 
dent of the bank. Mr. Berry was vice-president. 

John Kennedy has been made president of the 
Citizens-First National Bank, Pawhuska, following 
purchase of stock held by Tulsa interests. W. C. 
Tucker, former president, remains as a director and 
vice-president. 


PENNSYLVANIA 


The Security Bank & Trust Company has opened 
in Philadelphia as a reorganization of the Kensing- 
ton Security Bank & Trust Company, with Charles 
L. Martin, president of the old bank, as president. 
Capital funds of the new bank are $715,000. Charles 
H. Chapman has been designated as vice-president 
and treasurer and Fred G. Muhl as trust officer. 

The Keystone National Bank in Pittsburgh has 
opened under the presidency of S. Clarke Reed, re- 
cently connected with the state banking department. 
Depositors of the old Keystone National Bank, which 
it succeeds, are credited in full. Albert S. Beymer 
is chairman and Herman M. Schaefer, formerly with 
the Fidelity Trust Company, is executive vice- 
president. 

North Side Deposit Bank has opened in Pittsburgh 
to succeed the Real Estate Savings & Trust Company 
of Allegheny. 

Johnstown Bank & Trust Company, formed from 
consolidation of the Johnstown Trust Company, 
Johnstown State Deposit Bank, Morrellville Deposit 
Bank, and United States Savings & Trust Company 
of East Conemaugh, opened this month with $465,000 
capital funds. Officers of the new bank are: George 
O. Suppes, formerly president of the Johnstown 
Trust Company, president; R. W. Wirth, executive 
vice-president and trust officer; F. D. Baker, vice- 
president, and G. C. Rutledge, secretary-treasurer. 

The Farmers Bank & Trust Company, a reorgani- 
zation of the Farmers Trust Company of Lancaster, 
has opened with Gerald H. Effing as president and 
W. J. Neuhauser, president of the old bank, as vice- 
president. Frank J. Sekinger, formerly vice-presi- 
dent and trust officer, is trust officer of the new bank. 

E. P. Wilbur Trust Company of Bethlehem has 
selected D. H Brillhart, a vice-president, as acting 
president following resignation of F. A. Heim, who 
became president of the Williamsport Savings In- 
stitution. 

First National 


Bank of Philadelphia announces 
promotion of Frederic Eaton, Jr., to trust officer at 
the main office. 


Foxburg Bank & Trust Company is now occupying 
its recently completed bank building. 


’ State Bank, Glenrock. 
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SOUTH CAROLINA 


B. M. Edwards, executive vice-president of the 
South Carolina National Bank at Columbia, has been 
appointed to membership on the state board of bank 
control. C. M. Smith, president of Merchants & Plant- 
ers National Bank of Gaffney, and W. B. Cassels of 
Ellenton have also been appointed to fill vacancies on 
the board. 

The Commercial National Bank of Spartanburg 
has been chartered with capital of $150,000. J. L. 
Campbell is president. 


TEXAS 


First National Bank, Childress, has purchased all 
resources of the City National Bank of that city 
and the merged institution will be operated under 
the former name. 

First National Bank of Amarillo has chosen G. K. 
Richardson as president, following resignation of W. 
H. Fuqua. Earl Fuqua, formerly vice-president and 
eashier, has been made chairman of the board. 

Amarillo National Bank has been chartered in 
Amarillo with capital of $500,000 under presidency 
of B. T. Ware, to succeed the old Amarillo National 
Bank. 

Republic National Bank & Trust Company, Dallas, 
announces appointment of Tom J. Moroney as as- 
sistant trust officer and assistant cashier. 

W. Elray Howard, has resigned as cashier of the 
Security State Bank & Trust Company at Beau- 
mont, to become executive vice-president of the 
newly organized Calcasieu-Marine National Bank at 
Lake Charles, La. 


WASHINGTON 

The Union Bank & Trust Company of Walla Walla 
recently reopened without restrictions. 

Spokane & Eastern Trust Company, Spokane, an- 
nounces election of W. M. Marshall as vice-president 
and manager of its bond department. 


WEST VIRGINIA 


Appointment of Dr. Benjamin F. Harden as presi- 
dent of the newly-organized Wellsburg National Bank 
has been confirmed by the national banking depart- 
ment. W. B. Tomilson is vice-president and John 
Paull, secretary. 

H. H. Emmert, president of the Old National Bank 
of Martinsburg and a past president of the West Vir- 
ginia Bankers Assn., died recently at the age of 66. 


WISCONSIN 


Directors of the American State Bank and the 
Citizens State Bank of Merrill have approved merger 
under the name of the Citizens American Bank with 
capital funds of $165,000.. 

National Exchange Bank of Fond du Lac has 
been granted limited trust powers. 


WYOMING 


Casper National’ Bank has purchased the Glenrock 
F. O. Carson, vice-president 
and cashier of the Glenrock bank, will join the Cas- 
per National Bank. 


CANADA 

A number of Canadian trust companies have re- 
cently announced uniform reduction in interest rates 
paid on deposits from 3% to 3 percent. 

The Guaranty Trust Company of Canada, Windsor, 
announces appointment of J. W. Berry, secretary- 
treasurer and director, as manager of the newly 
opened and initial branch of the company at Toronto. 

Canada Trust Company, London, announces that 
John W. Hobbs, president of the Consolidated Plate 
Glass Co., has been elected a director. 





TOPICAL INDEX 


For several months we have been carrying a cumulative topical index covering the 
current and two preceding issues. In June we put these questions: 


Which would you prefer— 


A topical index covering one issue only? 
A similar index covering the current and one preceding issue? 
Or a continuance of the form used this month? 


Slightly more than half of comments received showed a preference for an index 
covering the current issue only. The change is made accordingly. 
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Appraisal of H. P. Whitney Estate shows sharp 
changes in stock values—reveals creation of ir- 
revocable trusts—95-97 


Bankers Conventions—dates—recent elections and 
miscellaneous data—101-105 


THs] 


Commission to study bank laws favored by F. M. 
Law—98 
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into effect—art. by Guy M. Walker—5-10 
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Developing Trust New Business—27-37 
Editorial Reflex of Public Opinion—11-13 


Estate Transfer Costs under The New Revenue 
Act—a study of three methods basing calcula- 
tions on 1934 Federal tax law—is subject of 
newspaper adv. of Central Hanover Bank and 
Trust Co., New York—Booklet described ex- 
cerpts given—33-35 


Life Insurance Trusts Advertised in mailing 
pieces and varied series of newspaper displays 
used by Rhode Island Hospital Trust Co., Provi- 
dence described—30-32 


Names of Trust Men Featured by National Bank 
of Detroit in newspaper adv.—37 


Suggestions For Bank Advertisers offered by Edi- 
tor Dayton, Ohio Journal—37 


“Trust Department to Main Banking Floor’ is 
newspaper adv. feature—Northwestern National 
Bank and Trust Co. Minneapolis. Booklets and 
charts described—27-29 
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Bank and Trust— 
Trust Publicity Material—40 
“Years That Have Passed’’—title used in series 
of newspaper advs. by Mercantile Trust Co. 


Baltimore—excerpts—36 


TRUSTS: 


Miscellaneous— 


Report of Appraisal of H. P. Whitney Estate Re- 
veals Creation of Irrevocable Trusts—95-97 


TRUST Department: 
Accounting of Commingled Fund Operated Under 


Uniform Trust Plan—art. by Theodore H. 


Composite— 
Wigge—14-18 


Accounting of Commingled Fund Operated Under 
Uniform Trust Plan—art. by Theodore H. 
Wigge—14-18 


Fiduciary Course—Article 2—Probate of Wills— 
—Administrative Duties in Connection With 
Testamentary Trusts—Administration of Intes- 
tate Estates—Estates of Minors and Incompe- 
tents—19-24 


Corporate— 
Gold Currency Legislation and The Gold Clause in 
Contracts—Supplemental art. by James T. Car- 


ter—77-79 Trust Earnings of National Banks Review by Con- 


4 - . ner Malott—45-48 
Minority Stockholders and The Amendment of 


Corporate Charters—Excerpts from art. by Ed. 
ward O. Curran—Michigan Law Review—79-86 


WILLS: 
Probate of—Fiduciary Course—Article 2—19-24 


“CYCLE” 


@ The definition of the word “Cycle” is characteristic. The as- 
tronomical cycle, for instance: “A period of time, at the end of which 
certain aspects or motions of the heavenly bodies repeat themselves.” 


@ In Physics: “a recurring series of operations, as in gas or internal 
combustion motors, in which heat is imparted to, or taken from a 
substance which by expansion or contraction gives out or stores up 
energy, and is finally returned to its original condition.” 


@ The Business and Financial cycle is by this time familiar: Nor- 
malcy, Boom, Panic, Depression, Recovery, Normalcy, Boom, Panic, 
Depression. 


@ In a period of Recovery we are progressing towards Normalcy 
and banks entering the latter zone with a paucity of deposits, will 
have an intensified struggle to get them, when all banks want them 
and all are bidding for them. 


The time to build for Normalcy is now. 
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